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less than it would be in the US' 
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Russian 
government 
faces vote of 
no confidence 

Russia’s parliament is to hold a 
vote of no confidence in the gov- 
ernment today in a move that 
could trigger the resignation of 
Victor Chernomyrdin, the prime 
minister. Page 18 

Eleven on track for Emu 

European economic and mone- 
tary union is on track to start 
with 11 members in 1999, accord- 
ing to European Commission 
forecasts. Page 2 

US campaign probe extended 

US attorney-general Janet Reno 
has decided to extend her investi- 
gation into whether President 
Bill Clinton made illegal tele- 
phone calls to solicit donations. 
Page6 

Arms sales rise 

International arms sales grew for 
the second year in succession last 
year after seven years of decline. 
Britain and France increased 
their market shares. World mili- 
tary survey, Page 4: 
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Aids advances claimed 

Two US biotechnology companies 
delivered encouraging news in 
the battle against Aids this week. 
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Germany to tackle jobless 

Germany signalled new labour 
market and social reforms to 
tackle the record 4.5m unemploy- 
ment and move towards a goal of 
"work for all". Page 2 

French employers get tough 

The French employers’ federation 
toughened its hostile line 
towards the Socialist-led govern- 
ment and trade unions In reac- 
tion to a proposed law to reduce 
the legal maximum working 
week from 38 hours to 35. Page 2 

Tokyo divided over economy 

Political infighting intensified 
within the Japanese government 
over measures to boost the ailing 
economy. Page 5 

Israel to return cash 

Benjamin Netanyahu, Israel’s 
prime minister, said he had 
decided to return Shk200m ($57m) 
in excise and income tax revenue 
withheld from Palestinians fol- 
lowing recent suicide bombings 
against Israelis. Page 4 

UN elects security council 

The United Nations General 
Assembly elected Bahrain, Brazil, 
Gabon. Gambia and Slovenia to 
the 15-member UN Security 
Council for a two-year term 
beginning next year. Page 4 

Threat over aid to Israel 

The chairman of the House of 
Representatives committee that 
gives Israel $3bn a year in aid 
said he would consider halting 
some of the money if Israel did 
not extradite a murder suspect to 
the US. Page 4 

New quake hfte Kaly 

An earthquake shook central 
Italy yesterday, destroying the 
dome of a medieval clock tower 
and other buildings which had 
been damaged in a twin tremor 
last month. Page 2 

Detention law reviewed 

France’s minister of justice Elisa- 
beth Guigou confirmed plans to 
change rules governing the coun- 
try's system of “preventive deten- 
tion" ahead of trial. Page 2 
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Airbus Industrie 
forecasts a 
move into profit 
by start of 1999 

Airbus Industrie's four owners 
said they had resolved many of 
their differences and were on 
course to move the European air- 
craft builder into profit by the 
be ginning of 1999. Page 18 

General Motors, the world’s 
biggest carmaker, reported the 
best third quarter results in its 
history, based on a sharp 
improvement in its core US busi- 
ness. Net profits rose to $1.07bn 
from 8748m. Page 19 

AGF. French insurance group, 
attacked the surprise FFr55bn 
($9.35bn) hostile takeover bid 
made against it by I talian rival 
Generali. Page 19; Lex. Page 18; 
CNP forced to rethink sell-off 
plans. Page 22; Sun Life to seD 
New Ireland, Page 25 

Endemol. Dutch entertainment 
production company, is seeking a 
stake in independent British tele- 
vision production. Page 24 

China and the European 
Commission reached an under- 
standing on aspects of China's 
application to join the World 
Trade Organisation. Page 8 

Cairefour, French retailing 
group, plans to merge its two-tier 
board and divide powers equally 
between executives, large share- 
holders and independent direc- 
tors. Page 23 

Teiefttnlca, Spanish telecoms 
group, said it planned further 
moves into media in the Spanish- 
speaking world. Page 2; Hutchi- 
son moves into US telecoms. 
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US financial groups Merrill 
Lynch. Bear Stearns and Paine- 
Webber reported better than 
expected quarterly results. Page 
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Israel signed a framework 
agreement with Poland for a pro- 
posed arms deal which could be 
worth up to $800m. Page 8; World 
arms sales growth. Page 4; Edito- 
rial Comment, Page 17 

Federal-Mogul, the US car parts 
group, hopes to announce tomor- 
row a £1.4bn ($2.3bn) agreed take- 
over of UK automotive engineer 
T&N. Page 19 

Air China, government-owned 
flag carrier, plans to list on inter- 
national stock markets. Page 20 

Texas instruments, US 

electronics group, reported 
higher-than-expected third quar- 
ter earnings, helped by strong 
sales of chips used in cellular 
telephones. Page 21 

NationsBank, acquisitive North 
Carolina-based commercial bank, 
reported sharply improved third 
quarter results. Page 21 

Ea st ma n Kodak, US 

photographic products group, 
announced shar p falls in thir d 
quarter sales and profits. Page 21 

Khazanah Naskmal. Malaysia's 
state investment arm, is to set up 
a joint venture semiconductor 
wafer fabrication plant with 
Amtel of the US. Page 23 
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advertising agency, seeks to raise 
Y98.8bn ($8l8m) through a share 
placement Page 20 
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Italy ‘back on track to join Emu 


Prodi’s coalition assured 
of majority after hard-left 
agrees to support budget 


By James BUtz in Rome 

Romano Prodt the Italian prime 
minister, last night c laim ed his 
country was back on the road to 
joining a single European cur- 
rency in 1999 after securing a 
deal that assures hrm a parlia- 
mentary majority. 

At the end of the shortest Ital- 
ian political crisis since the sec- 
ond world war. Mr Prodi signed a 
pact with Reconstructed Commu- 
nism (RC), the small hard-left 
party, under which RC pledged to 
back his 1998 budget when par- 
liament votes on it later this 
year. 

Yesterday’s deal came five days 
after RC forced Mr Prodi’s 
resignation in parliament by 
withdrawing support that had 
ensured his “Olive Tree" centre- 
left coalition a majority. 

Mir Prodi hailed yesterday’s 
pact, claiming that “Italy has 
won" from a deal that, in his 
view, “makes good sense". Mr 
Prodi told reporters there were 
now “no limits" to how long the 
deal with RC could last 

Financial markets responded 
positively to news of the deal, 
amid claims by some analysts 
that it confirmed Italy’s place In 
Emu. 

The spread between 
10-year German and Italian 
government bonds, a benchmark 
of market confidence in Italy's 
finances, narrowed to a record 
low of 56 basis points. 


Fausto Bertinottl, the RC 
leader, who has been a constant 
thorn in the government’s side, 
claimed the deal was of “great 
satisfaction for us”. 

But it was widely seen as a 
sudden and embarrassing U-turn 
for Mr Bertinotti after his 
grass-roots supporters expressed 
anger at the weekend that he 
had brought down the govern- 
ment on the eve of its Emu 
bid. 

The accord to save Mr Prodi’s 
premiership amounts to a one- 
year pact. 

RC will not enter the govern- 
ment but has agreed to hold reg- 
ular consultations with ministers 
and to undertake “actions that 
will lead to the achievement of 
entry into a single European cur- 
rency”. 

For his part, Mr Prodi has 
agreed to introduce legislation in 
January that would reduce the 
working week from 40 hours to 35 
hours by 2001. The move follows 
the French government’s state- 
ment of similar intent at the 
weekend. 

However, the agreement comes 
with a range of conditions. The 
legislation would only affect com- 
panies with mare than 15 work- 
ers and implementation of the 
new working week “must take 
into account economic and social 
conditions". 

On pensions spending, the 
agreement appeared to concede 
little more than Mr Prodi allowed 






Romano Prodi yesterday after Italy’s most bizarre political crisis since the second world war 


at the time of his resignation. 
Blue-collar workers will be 
exempt from measures to tighten 
the rules on “early retirement 
pensions”, which allow people to 
retire at 52. 

Under the agreement, about 


budget, almost certainly from the 
L4,500bu in pensions spending. 
This win be replaced by L500bn 
to be raised from a crackdown on 
tax evasion. 

Yesterday’s accord will be fol- 
lowed by a two-day debate in par- 


L500bn ($29lm) will be taken off liament today and tomorrow and 
the proposed spending cuts in the a formal vote of confidence on 


Thursday night However, bar- 
ring a last minute tom of events, 
approval of Mr Prodi’s return to 
the premiership is regarded a 
certainty. • 

Italim tragedy. Page 16 
_ Observer, Page 17 
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Derivatives formula! Brussels officials accused of 


wins Nobel prize 
for US professors 


hypocrisy over tax-free perks 


By Robert Chote 
and Samer tskandar 

A piece of algebra that was 
rejected by several academic 
journals in 1973. but now under- 
lies billions of dollars of 
derivatives trading every day, 
yesterday won two US professors 
the Nobel prize for economics. 

The Royal Swedish Academy of 
Sciences awarded the Sim 
(£600,000) prize to Robert Merton 
of Harvard University and Myron 
Scholes of Stanford University. 
Their work was “among the fore- 
most contributions to economic 
sciences over the last 25 years”, 
the academy said. 

This year’s winners are 
unusual in that their work, while 
obscure to the layman, has 
practical applications that are 
used widely in financial markets. 

Together with the late Fischer 
Black. Professors Merton and 
Scholes came up with a new way 
to value stock options. 

Options are a “derivative" that 
allow investors to protect them- 
selves against a change in the 
price of a particular share or 
bond by giving them the right to 
buy or seD for a predetermined 
price at a fixed point in the 
future. 

The “Black-Scholes“ formula 
was published in the Journal of 
Political Economy in April/May 
1973. a month after the Chicago 
Board Options Exchange pro- 
vided the first market for 
standardised options contracts. 


Within six months Texas 
Instruments had taken oat a half- 
page advertisement in the Wall 
Street Journal for a hand-held 
calculator with which “you can 
find the Black -Scholes value”. 

Their formula was revolution- 
ary because it realised that the 
price of an option should depend 
on the expected volatility of its 
underlying share or bond. 

An option price also depends 
on the price of the underlying 
asset and the time remaining 
before the option expires. 

Since its original publication, 
their approach has been devel- 
oped in other fields where risk is 
an important variable. These 
include insurance and simula- 
tions of investments in uncer tain 
environments, such as emerging 
markets. 

“I was just thrilled and l , 
couldn't believe it," Prof Merton | 
said after yesterday’s announce- 
ment “I had to sort of check if it 
was a dream or something.” 

Former colleagues of Prof 
Scholes said he had been frus- 
trated to see other economists 
winning Nobel prizes in recent 
years for work that he considered 
less deserving. 

“Myron IScholes] always felt 
the Black-Schoies model deserved 
a Nobel prize." said a banker who 
knows him personally. 

“Deep inside he knew he would 
get it and often said he should 
have gotte n it sooner.” 

Editorial comment, Page 17 


By Emma Tucker in Brussels 

The European commissioner in 
charge of plans to end duty-free 
sales in the European Union is 
embroiled in a hitter public row 
following claims by the duty-free 
lobby that his Brussels officials 
are behaving hypocritically by 
accepting tax-free perks. 

Sparks have flown between the 
two rides since a senior official 
under Mario Monti slapped down 
the industry's attempt to pre- 
serve duty-free sales beyond 1999. 

Supporters of the duty-free 
lobby retaliated with a personal- 


ised attack, alleging that Janus' 
Currie, who heads Brussels’ indi- 
rect taxation and customs, direc- 
torate, and the other 14.000 Com- 
mission bureaucrats in Brussels, 
epjoyed tax breaks on alcohol, 
petrol and other goods. 

•1 am deeply disappointed that 
the duty-free lobby has stooped 
to alleging that Commission offi- 
cials are paying substantially less 
tax an alcohol, petrol and other 
goods than the general public,” . 
said Mr Monti. “1 can only con- 
clude that the duty-free lobby has 
to resort to such tactics because 
aQ Its, arguments have been dis- 


proved^ as 'people have become 
attars of the truth - namely that 
duty-free is only in the interest of 
a narrow minority.” 

He said Commission officials 
working In Belgium receive a 
yearly allowance of BFTL800 ($50) 
worth of alcohol and cigarettes 
free of tax under a long-standing 
arrangement with the Belgian 
govenunent 

This, as one official pointed out 
recently in The Bulletin, Brus- 
sels’ English-language weekly, 

Continued on Page 18 
On trade for Emu, Page 2 
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NEWS: EUROPE 


France 

defends 

weapons 

industry 

policy 


By Robert Graham in Parts, 
Graham Bowley in Frankfurt 

and Stefan Wagstyt 
in London 


The French government 
brushed aside criticism yes- 
terday of its "national cham- 
pions'* approach to reorgan- 
ising the defence industry 
centred on Thomson-CSF, 
the state-controlled electron- 
ics group. 

The defence minister, 
Alain Richard, said the new 
group, with the telecommu- 
nications assets of Alcatel- 
Alsthom, the electronics of 
Dassault and the satellites of 
Aerospatiale, would be in a 
good position to conclude 
international alliances. 

Among these could be 
deals with Britain's GEC and 
Germany’s Daimler-Benz 
Aerospace (Dasa), the minis- 
ter added. 

But Dasa, one of the 
defeated contenders for con- 
trol of Thomson-CSF, said 
the French government's 
decision to favour national 
interests over European 
partners was a strong signal 
that German industry 
should do the same. 

“That Is a signal that we 
should also move in such a 
direction in Germany,” a 
Dasa official said. 

Dasa called for German 
considerations to be applied 
to the hotly contested sale of 
the defence electronics busi- 
ness of Siemens, the German 
engineering group. Dasa is 
bidding for the Siemens' 
division jointly with British 
Aerospace against a rival 
offer from Thomson-CSF. 

Siemens would make no 
comment yesterday. It is 
expected to make an 
announcement soon on 
which group has been sue- 
cesful. 

GEC, the UK’s top defence 
electronics group, yesterday 
welcomed France's plans to 
consolidate its defence 
industry around Thom- 
son-CSF, and pledged to 
work with Thomson and its 
allies in any future Europe- 
wide restructuring. 

George Simpson, the GEC 
managing director, said the 
French plan "created the 
scope for European restruct- 
uring to happen". GEC was 
"well-positioned to take part 
in any future discussions" 
because of its long-standing 
relationship with AIcateL 

Alcatel, headed by Serge 
Tchuruk, the chairman, is 
expected to a have a strong 
managerial voice in the new 
grouping. 

The Thomson plan could 
help pave the way to the 
stock market flotation of 
GEC-AJsthom, GEC and 
Alcatel's joint venture in 
power and transport engi- 
neering. Mr Simpson, who 
launched a comprehensive 
review of GEC when he took 
over as managing director 
earlier this year, has been 
pressing for a flotation. 

But Alcatel has been reluc- 
tant to dilute its stake until 
the future of its defence elec- 
tronics businesses became 
clearer, which it now has. 
Mr Simpson said talks with 
Alcatel were "ma kin g prog- 
ress". 

However. GEC’s hope that 
the French plan could pro- 
mote European-wide 
restructuring contrasted 
sharply with the disappoint- 
ment of an international 
consortium, led by Lagar- 
dere of France and sup- 
ported by Dasa and British 
Aerospace of the UK, which 
failed in an alternative bid 
to buy control of Thomson. 

Lagard&re said its interna- 
tional plans would not be 
affected. 
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Eleven on track for Emu start 


By Wolfgang MQnchau 
in 


European economic and 
monetary union is on track 
to start with ll members in 
1999, according to European 
Commission forecasts 
released yesterday. 

The latest economic data 
suggest that every EU coun- 
try, except Greece, has a 
realistic chance of qualifying 
for Emu by next spring. The 
data also suggest that Italy's 
chances will depend criti- 
cally on the details of tbe 
1998 budget, which triggered 
the recent government crisis 
in Rome. 

The UK, Sweden and Den- 
mark are unl ike ly to join the 
first wave of Emu, leaving 11 
countries - including Italy, 
Spain and Portugal - as 
potential first-round qualifi- 
ers. 

The Commission's fore- 
casts are si gnifican tly more 
optimistic than those it 
issued last April. Projected 
EU-wide economic growth 
has been revised upwards by 


0-2 percentage points to 2.6 
per cent In 1997 and to 3 per 
cent in 1998. 

Ireland is to remain the 
EU’s strongest-growing 
country, with a projected 
growth rate of 8.1 per cent in 
1998. The UK is expected to 
be the worst performer next 
year, with growth forecast at 
2.1 per cent after 33 per cent 
this year, and above-average 
growth in previous years. 

The Commission said it 
expected all EU countries, 
except Greece and France, to 
meet the most difficult of the 
five criteria for Emu in 1997 
- a budget deficit of 3 per 
cent of gross domestic prod- 
uct or less. 

The French deficit is proj- 
ected at 3.1 per cent for 1997 
and at 3 per cent in 1998. 
France would technically 
not qualify with these fig- 
ures, but Commission offi- 
cials said the data were fore- 
casts and subject to normal 
statistical error margins. 
Furthermore, there was still 
time for governments to take 
c o rrect i ve action. 


Yves-Thibault de Silguy. 
the EU monetary affairs 
commissioner, said the data 
underlined the strong, eco- 
nomic upturn in much of the 
EU and reflected the trend 
towards economic and fiscal 


JBUs growing good: 


<k»* at constant price* 

(annual 96 chaige) /•; , 


co nver gence among prospec- 
tive Emu members. 

"Who would have thought 
three years ago that coun- 
tries, such as Italy a rut 
Spain, would have deficits of 
3 per cent? People were very 
sceptical at the time," he 
said. 

Yesterday’s forecast proj- 
ected an Italian budget defi- 
cit of 3 per cent of GDP this 
year, an improvement from 
the Commission's spring 
forecast of 3.2 per cent 

The Commission said 
Italy’s deficit would fall to 
2.7 per cent next year, if the 
1998 draft budget were fully 
implemented. 

Yesterday's political deal 
in Rome increased hopes of a 
budget that would stabilise 
Italy's deficit at 3 per cent or 



See Lex 
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CDU signals determination 
to tackle long-term jobless 


By Peter Norman in Leipzig 


The Christian Democratic 
Union of Helmut Kohl, the 
German chancellor, yester- 
day signalled new labour 
market and social reforms to 
tackle Germany’s record 
4.5m unemployment and 
move towards its goal of 
“work for all". 

Wolfgang Schduble, leader 
of tbe party in the Bundes- 
tag. the lower house of par- 
liament. told tbe CDU 
annual congress that every- 
body should have a chance 
of a job, even if that meant 
part-time work, low-skilled 
employment or voluntary 
work. 

Giving a clear sign that Mr 
Kohl’s government intended 
to press ahead with reforms 
before next September's gen- 
eral election, Mr Sch&uble 
disclosed that plans were 
being prepared to tackle Ger- 
many's 2m long-term unem- 
ployed. The aim was for 
every able-bodied recipient 
of basic social security or 
long-term unemployment 
support to be offered a work 
opportunity, if necessary in 
the public sector. 

The CDU, he said, was 
considering how to readjust 
the relationship between 
social security payments and 
low-paid employment so that 



Wolfgang Schaflble: pointing towards *work for all' 


low-paid work would be 
attractive and acceptable. 

Mr SchRuble also acknowl- 
edged that Germany had a 
problem with the prolifera- 
tion of part-time jobs paying 
less than DM610 ($3451 a 
month, which are not sub- 
ject to social insurance 
levies and which are there- 
fore undermining the 
finances of the social welfare 
system. 


Abolition of their special 
status would swell the black 
economy, he admitted. While 
the small Free Democrat 
party in the Bonn coalition 
has rejected any limitations 
to DM610 jobs. Mr SchSuble 
said file CDU was seeking a 
solution, possibly through a 
quota or with a new upper 
earnings limit, that would be 
flexible but less subject to 
abuse. 


Looking beyond the elec- 
tion, he promised t-vmngpw to 
the public pension system 
that would give greater 
financial advantages to con- 
tributors with children than 

the childless, in response to 
the rapid ageing of Ger- 
many's population. 

Like Mr Kohl on Monday, 
Mr Schfluble underlined the 
need for greater individual 
responsibility in Gennany as 
it adjusted to the pressures 
of globalisation. But he also 
stressed the importance of 
social policy, viable local 
communities and family val- 
ues to maintain law and 
order and reduce citizens’ 
fears of the future. 

Mr SchSuble singled out 
European economic and 
monetary nnlnm as Europe's 
answer to 'globalisation. 
Brandishing the European 
Commission's new forecast 
that Germany would meet 
exactly the 3 per cent public 
deficit criterion for Emu this 
year, he urged an end 
to speculation about the 
euro. 

"The euro is coming," he 
told applauding delegates, 
adding that it would be mare 
stable than the D-Mark dur- 
ing the period of Social Dem- 
ocrat-led governments before 
Mr Kohl came to power in 
1982. 


Patronat steps up opposition 


By Andrew Jack in Paris 


The French employers' 
federation yesterday tough- 
ened its hostile line towards 
the Socialist-led government 
and trade unions in reaction 
to a proposed law to reduce 
the legal maximum working 
week finom 39 to 35 hours. 

Denis Kessler, vice-presi- 
dent of the Patronat, 
suggested that the organisa- 
tion was unlikely to stick to 
the offers it had made last 
Friday to help create addi- 
tional employment in view 
of the working hours’ deci- 
sion. 

“We don’t see how the 
offers we made on Friday 
can be held,” he said in an 


interview on the RTL radio 
station, one day after the 
resignation of Jean Gandois, 
the president of the group. 

The decision would mean 
cancellation of efforts by the 
Patronat to implement its 
suggestions to modify ARPE, 
the country's early retire- 
ment system, which would 
have reduced the age at 
which those who had started 
working young could retire 
on foil benefits, on condition 
they were replaced by new 
recruits. 

It would also call into 
question the Patronat's 
negotiations with unions 
about wage increases for 
low-paid but qua li fied work- 
ers, after the 4 per cent 


increase in the minimum 
wage agreed in July. 

The Patronat confirmed 
last night that both these 
measures were now on hold, 
at least until the election of 
a successor to Mr Gandois at 
its annual meeting on 
December 16. 

However, it said the organ- 
isation would continue to 
pursue its proposals to 
reduce youth unemployment 
because they were “too 
important” to be sacrificed. 

Lionel Jospin, the prime 
minister, showed no sign 
yesterday of stepping back 
from his pledge to introduce 
legislation on tbe working 
week. In a reference to the 
Socialists' election pledges, 


he argued in the National 
Assembly that be preferred 
“to be judged on his policy 
t han on the abandonment of 
his policy". 

Debate over the impact of 
the shorter working week 
continued yesterday, with 
the leather workers' branch 
of the moderate CFTC union 
arguing that a 35-hour week 
would destroy the textile 
industry. 

"Companies are not in a 
position to raise the number 
of staff by 6 per cent in 
exchange for reduced work- 
ing hours, and so could not 
benefit from government 
aid." said Jean-Pierre Onil- 
lon, secretary general of the 
branch. 
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car sales surge 


By Haig Shnonlan, 
Motor Industry 
Correspondent 


Registrations of new cars in 
western Europe rose by 4.6 
per cent to 1.02m last month 
as growth spread to more 
markets. Sales fell in only 
two' of the 17 countries 
tracked by the European 
Automobile Manufacturers' 
Association. 

The increase took the rise 
in sales for the first nine 
months of this year to &3 
per cent - comfortably 
ahead of manufacturers' pre- 
dictions earlier this year. 
Based on the current data, 
new registrations in 1997 
may climb by at least 34 per 
cent, according to analysts. 

The surge in September, 
as in recent months, was 
fuelled by the booming Ital- 
ian market. Registrations 
soared by almost 78 per cent 
last month to more than 
200.000 units on the back of 
the government's incentive 
programme. 


Last month was also 
boosted by strong sales in 
Spain and the UK. Even Ger- 
many, where sales had fallen 
earlier in the year, recov- 
ered. 

German registrations 
climbed by almost 1 per cent 
in September, reducing the 
decline in the first nine 
months to 0.5 per cent com- 
pared with last year. 

Sales in France, by con- 
trast, continued to plummet, 
with a tan of almost 40 per 
cent to 130,200- However, the 
drop was expected, as tbe 
September 1996 figure was 
inflated by the impending 
termination of the country’s 
Incentive programme. 

Among manufacturers. 
September's surprise was 
the continuing recovery of 
General Motors in second 
position in Europe. 

GM*s growth appears to be 
based on strong sales in foe 
UK and Spain, some 
improvement in Germany 
and stronger sales in the 
booming Italian market. 
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Spanish 
telecoms 
group to 
expand 
in media 


By Tom Bums in Madrid 


Telefonica, the Spanish 
telecoms group, which has 
recently carried out several 
big acquisitions, is planning 
further moves into media in 
the Spanish-speaking world, 
the company fa-man said 
yesterday. 

hi July Telefonica bought 
control of Antena 3, a 
domestic television channel, 
and last month it acquired a 
20 per cent stake in Recole- 
tos, the Madrid-based sub- 
sidiary of the UK-based 
Pearson Group, the owner of 
the Financial Times. 


The expansion drive is 
likely to raise the tempera- 
ture in a row between Tele- 
fonica and Grnpo Prisa, 
Spain's only genuine multi- 
media group, over their digi- 
tal TV ventnresJhrisa pub- 
lishes El Pais, the 
best-selling ) newspaper and 
owns Cadena Ser, Spain's 
leading commercial radio 
station. 

Joan VUlalonga, Telefon- 
ica's chafamaTi, said fai an 
interview that after the 
Pta23.1bn ($156m) invest- 
ment in Recoletos any fur- 
ther acquisitions in the 
print media would be chan- 
nelled through the Pearson 
unit. Recoletos publishes 
Spain’s dominant sports 
daily, Marca, and its leading 
business papa; Expansion. 

Telefdnlca is also inter- 
ested in radio stations in 
Spain to r Mr ViUalonga’s 
plans to derive synergies 
and cross-selling profits 
from a robust media busi- 
ness. He said such acquisi- 
tions would only be on the 
basis of a 50/50 joint ven- 
ture with Recoletos. 

He said the strategy aimed 
to secure 10m subscribers by 
2000 for the group’s digital 
and cable TV businesses in 
Spain and in Latin America. 
“We have to feed them with 
programmes and that is why 
we are interested in multi- 
media ventures.” 

Telefonica is the main 
shareholder of a recently 
launched digital satellite 
network in Spain, Via Digi- 
tal. Last week, in associa- 
tion with CEI, owned by 
Citicorp of tbe US. it 
increased its stake in 
Cablevisidn, an Argentine 
cable TV company. 

Via Digital competes 
directly with a pioneering 
satellite venture . Canal Phis 
Digital, controlled by the 
Prisa g roup, which has been 
obstructed at every regula- 
tory turn by the present 
government. Prisa claims 
Telefonica's ventures out- 
side its core carrier business 
have been masterminded by 
the centre-right government 
following the appointment 
of Mr VUlalonga, a friend of 
Jos6 Maria Aznar, the prime 
minister, before its privati- 
sation. 

Mr VUlalonga rejected the 
charges. “There is no politi- 
cal agenda,” be said. I’m 
only interested in business 
projects that share- 

holder value.” 

Other telecom companies 
have developed similar TV 
veitures but Telefonica has 
gone one step farther into 
media business. "So far 
Telefonica's Investments In 
multimedia don't register in 
terms of the group's valua- 
tion as a whole,” James Bar- • 
ford, a telecoms analyst at 
Lehman Brothers in London 
said yesterday. 




NEWS DIGEST 


Medical move 
on ‘mad cows’ 


The European Cammissioii Is preparing measures to 
ensure that supplies of “life-saving and essential” 

continue, despite a controversial ban on the 
use of ratflg derivatives. The move is part of a rare 
breakthrough, in a dispute between the European Union 
and the US over EU plans to protect the food chain foam 
those parts of cattle most at risk of carrying the BSE ma 

cow disease. . _ ' • 

The Commissi on is also seeking support for allowing 
the use erf derivatives of tallow, providing thelrare 
manufactured under specified conditions. ■ • . 

The proposals fall significantly short of satisfying US 
demands for ending the dispute, which began in July, 
when the EU banned the use from January lnextyear of 
“specified risk material” in cattle, mainly the brain and 
spinal cord. 

The EU will make its next move In the light of 
recommendations it hopes to receive from its scientific 
veterinary committee, which meets tomorrow and has 
been asked to clarify advice it made on tallow last 
month. Michael Smith, Brussels 


rTALIAN QUAKE 


Damaged buildings hit 

An earthquake shook central Italy yesterday, destroying 
the dome of a medieval dock tower and other buildings 
which been damaged in a twin tremor last month, . 
nffirnatq said- There were no reports of casual ties. 

Tim do™** of tbe dock tower at the Follgno municipal 

building fa Umbria, which was damaged In the last 

quake, collapsed while the mayor and fi re fig h ters were 
studying ways to save foe monument, firefighters said. 

Italian seismologies! specialists said the epicentre was 
in Colfiorito, in the mountainous region near Umbria 
province. The tremor was also felt in Rome, about 80 
miles to the south. AFPJtome 


EU CONTRACTS 


‘One-stop shop’ for aid work 


The European Commission is expected today to agree to 
set up a one-stop shop for outside contractors and 
consultants bidding for work funded by its Ecu7bn 
($7.8bn) a year aid budget for third countries. 

The aims to simplify and rationalise 

implementation of the various aid programmes. Currently 
EU aid to non-member countries is administered by five . 
different sections of the Canunission. 

The new “joint service” will be common to all of them, 
making it dearer for the outside world where to go to bid 
for Commission contracts. Emma Tucker, Brussels 


ANONYMOUS ACCOUNTS 


Austria faces Brussels action 


The European Commission is expected to decade today to 
take Austria to the European Court of Justice over the 
issue of anonymous savings accounts. 

The Co mmissio n says the Austrian practice of allowing 
savings accounts to be opened and used without any 
proof of identity violates a European Union directive 
against money-laundering. 

Anonymous savings accounts are the most popular 
savings instrument in Austria. In a population of 8m. 
there are an estimated 26m accounts, of which many have 
only a minimal balance. Last year, the gover nmen t 
reacted to EU pressure and abolished anonymous 
securities accounts, but it allowed owners of these 
accounts to sell off their holdings without disclosing their 
identity. The Commission is also expected to file suit 
against this loophole. Eric Frey. Vienna 


FRENCH JUSTICE 


Detention law reviewed 


France’s minister of justice confirmed yesterday that she 
planned to change the rules governing the country’s often 
criticised system of "preventive detention” ahead of trial. 
The change will be part of a wide-ranging package of legal 
reforms to be unveiled at the end of this month. 

Speaking to the Anglo-American press association, 
Elisabeth Guigou said she wanted preventive detention 
used only when it was "absolutely necessary”, and would 
clarify foe circumstances under which it could be applied. 

She said that her reforms would introduce a second 
magistrate to approve the procedure, rather tk pn allowing 
the derision to incarcerate a suspect to be wiade by the 
magistrate conducting an inquiry. 

The action comes after allegations that investigating 
judges in France have used preventive detention - 
sometimes over many m onths - as a way of persuading 
suspects to speak. Some instances have allegedly affected 
high profile business executives famine c orrup ti on 


Ms Guigou stressed that this approach was not 
permitted in existing procedures. She also said those held 
in police custody for questioning would be allowed 
imme di at e access to a lawyer. Andrew Jack, Paris 


ECONOMIC WATCH 


Spain’s inflation edges up 



Spain’s headline inflation, 
rate edged up for the 
second consecutive month 
in September, when a 0.5 
per cent price surge 
brought the year-on-year 
rate up to 2 per cent, the 

h ig h est since March. 
Accumulated inflation for 
1997 stands at L6 per cent 
and the secretary of state 

■ ;. far the economy, Cristobal 

f.i £. : - Vfintnm ooiH i> n m.. 
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Montoro, said he was 
confident that Spain would 
"comfortably" meet the 
target of 2JJ per cent ' 
inflation for the whole 
year. The price jump, 
which was in line with 


forecasts, was blamed an a sharp tax increase on 

cigarettes In September. Underlying inflation rose by 
02 per cent and stands at 2.1 per cent year-on- 
year - Tom Bums, Madrid 


ETA TERRORISM 


Basque police arrest three 


. « . , — ~ » puiMx tores yesterday 
arrested at least three suspected terrorists and broke into 
a aimhouse containing arms and explosives as part of a 
crackdown an the Basque separatist organisation Eta. 

Meanwhile, a controversial court hearing of the 
leadershfyof tbe Basque party, Herri Batasuna, who are 
charged with supporting Eta, was suspended In Madrid 
for the ^second time in a weetDefence lawyera argued 
that a trial had been made impossible by political and 
media pressures. 

Thep oiice swoops, which are likely to lead to further 
arrests, followed a botched attempt by Eta cm Monday to 

plant explosives alongside the Guggenheim Bilbao ' 

museum, which contains a priceless collection <tf 
avantprde arLThe museum is due to be inaugurated bv 
King Juan Carlos on Saturday. TomBvrm 
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NEWS: EUROPE 


Dreams of lost homes threaten Cyprus settlement 


T itma LaizWou. a mid- 
dJe-aged Greek Cyp- 
riot tourist guide from 
Nicosia, dreams of returning 
to Kyrenia in tbe north, 
where she grew up and 
where her father was a 

respected doctor. 

She has not been back 
since 1974, when Greek Cyp- 
riots fled the invading Turk- 
ish troops who occupied 
northern Cyprus. M i had a 
good life in Kyrenda and I 
feel I should not be deprived 
of it,” she says 
While there is little chance 
that she will see Kyrerria 
soon, since the port remains 
firmly under Turkish Cyp- 
riot control, Mrs Loizidou at 
least has the comfort of hav- 
ing the law on her side. Last 
December the European 
Court of Human Rights 
ruled in her favour in a land- 
mark case requiring Turkey 
— which the Judges consid- 
ered to be in effective con- 
trol - to grant her uncondi- 
tional access to her i»nd 
Next month the court will 
decide on how much com- 
pensation Turkey must pay 
Mrs Loiridon for having pre- 
vented her from visiting and 
using her property. Turkey 
has denounced the ruling as 
a “political” act, part of 
Europe’s rejection of the 
Turkish Republic of North 
Cyprus, a state recognised 


only by Ankara. 

Although Mrs Loizidou 
says she is not interested in 
politics, she has become a 
heroine of the Greek Cypriot 
cause to reunify the island. 
Hundreds who fled the north 
have filed cases at the court 
in Strasbourg. 

About 85 per cent of land 
in the north is still rimm ed 
by its original Greek Cypriot 
owners. The Greek Cypriot 
government holds Turkish 
Cypriot property in the 
south in trust pending 
return to its owners after a 
Settlement with tbe north. 

Many plaintiffs hope the 
court rulings will destroy 
“bizonality", a key principle 
underpinning international 
proposals for solving the 
Cyprus dispute. Tbe idea Is 
that Cyprus should be 
divided into two zones while 
remaining one country, but 
many Greek Cypriots say 
that in practice it would 
entrench Turks in their 
northern sector forever. 

Both sides agree that 
Cyprus should be reunified 
as a federation in which 
each would be restricted to 
its respective zone. But they 
cannot agree on tbe federal 
government's powers or the 
degree of separation between 
their communities. 

Rauf Denktash, Turkish 
Cypriot leader, says total 


Greece and Cyprus said 
yesterday they would 
continue to hold joint 
military exercises and boost 
Greek Cypriot defence 
capability as long as Turkey 
kept its forces on the island, 
Reuters reports from 
Athens. 

“As long as the Turkish 
threat exists, the exercises 
and the armaments will 
continue,” tbe visiting 
president of Cyprus, Glafcos 
Clerides. said after talks 
with Costas Simitis, 

Greece’s prime minister. 

Greek aircraft and 
warships took part in an 
exercise with Cypriot forces 
for tbe first time on Sunday. 
Athens has since accused 
Ankara of air space 
violations. 

The Turkish press said 
yesterday that Turkish 
military aircraft bad begun 
flying over Cyprus armed 
with live ammunition for 
the first time in 10 months 
because of the rise in 
tensions. 

partition must continue: 
“Bizonality would do away 
with all tbe sources of con- 
flict Bizonality is a reality 
Greek Cypriots must 
accept." Greek Cypriots 
would be banned from the 
north and would not be able 



The Greek defence minister, Akis Tsocfaatzopoulos, watches this week's military exercises in Cyprus 


to recover property turned 
over to Turkish Cypriots. 

But Michael Leptos. a lead- 
ing Greek Cypriot property 
developer originally from the 
north, says: “It is imperative 
that property be returned if 
you are to have a single 


nation. Greek Cypriots are 
not willing to give up land." 
Although he has not filed a 
case in Strasbourg, be may 
join the bandwagon later. 

Even Mr Denklash's 
harshest opponents among 
tbe Turkish Cypriots say the 


Green Line that cuts across 
the island must remain 
intact to prevent a repetition 
of tbe communal warfare of 
the 1960s and 1970s. Hasan, a 
leftwing former guerrilla 
leader who fled Limassol, 
now in the Greek Cypriot 


south, says: “We do not trust 
[the Greek Cypriots]. They 
are all the same and always 
will be the same.” 

He once returned home 
under United Nations protec- 
tion. but did not stay. He 
says: “I started to cry when I 


saw the bouse. 1 could not 
even go in the door. I built 
that house, hut 1 could not 
live in it." 

Control of the land is bit- 
terly disputed within the 
Turkish Cypriot enclave 
itself. The choicest Greek 

Cypriot properties fell into 
the hands of supporters of 
the ruling Turkish Cypriot 
parties in the aftermath of 
1974, while those lacking 
political connections claim 
that government cronies can 
still grab land. 

Ay$e, a Kyrenia hotel 
manager originally from Lar- 
naca in the south, was horri- 
fied one day to see a vine- 
yard, which tbe government 
awarded her family eight 
years previously, taken over 
by a developer close to the 
government. 

She is still too frightened 
to give her full name. She 
says her family had only “a 
piece of government paper, 
not a deed. We do not feel 
safe to build our future 
here." 

If few of the 200,000 Turk- 
ish Cypriots want to return 
to their old homes in the 
south, many feel trapped in 
a statelet suffocated by inter- 
national sanctions and gov- 
erned by leaders with little 
interest in compromise. 

John Barham 


Bonn and Paris agree plan 
for economic policy forum 


By Ralph Atkins in MOnster 

Germany and France 
yesterday agreed plans for 
countries in the proposed 
euro currency zone to coor- 
dinate economic policy 
through an informal body 
that preserves the indepen- 
dence of the future Euro- 
pean central hank. 

Tbeo Walgel and Domini- 
que Stra uss-Kahn, tbe Ger- 
man and French finance 
ministers, suggested that the 
so far unnamed forum 
should meet regularly ahead 
of meetings of all 15 Euro- 
pean Union finance minis- 
ters. It would monitor gen- 
eral economic developments 


including currency move- 
ments, budget plans, struc- 
tural reform including tax. 
and wages and other costs. 

The Franco-German plan 
is still subject to approval by 
other EU members. But it 
marks another significant 
step towards creating a com- 
mon economic identity for 
members of the single cur- 
rency. due to be launched in 
1999. It follows an earlier 
deal among EU members on 
a German-inspired stability 
pact to enforce budgetary 
discipline. 

French officials suggested 
the new forum could include 
central bank governors in 
discussions on matters such 


as currency markets. France 
bad previously expressed 
concern about the European 
centra] bank's role and had 
sought additional mecha- 
nisms to co-ordinate national 
economies. 

However, France has since 
accepted that the central 
bank's independence in mon- 
etary policy should not be 
diluted. Mr Waigel appears 
also to have persuaded the 
French government that an 
informal body could act 
effectively, pointing to the 
example of tbe G7 group of 
industrial nations, which 
has no official statute or sec- 
retariat 

By opting for an informal 


forum, the Franco-German 
proposals avoid problems in 
excluding non-members of 
the euro from formal struc- 
tures. But tbe move towards 
integration of economic poli- 
cies within the new currency 
bloc still risks driving a 
wedge between “ins” and 
“outs”. 

Mr Waigel said decisions 
would still be taken at EU 
finance ministers' meetings, 
but finance ministers of the 
euro zone countries would 
also meet for “deeper discus- 
sions” about economic coor- 
dination. Detailed plans for 
the new informal forum 
would be drawn up in com- 
ing weeks. Mr Waigel added. 


Setback for Hungarian land 
ownership referendum plan 


By Anatol Lieven 
in Budapest 

The Hungarian government 
was yesterday engaged in 
argent negotiations with the 
country's opposition after 
tbe Constitutional Court 
ruled against a planned ref- 
erendum on foreign owner- 
ship of agricultural land. 
The decision on tbe referen- 
dum, which had been sched- 
uled for November 16, is an 
embarrassing setback for 
the ruling coalition, which 
is facing general elections 
seven months from now. 

Ministers fear that, as a 
result of the court's deci- 
sion, a referendum planned 


for the same day on Hunga- 
ry’s membership of Nato 
might also be postponed, 
thereby harming Hungary's 
moves to join the alliance. 

Nato diplomats have 
suggested privately that an 
early vote is desirable in 
order to dispel any doubts in 
western parliaments, about 
tbe expansion of the alli- 
ance. 

Meanwhile, the land ques- 
tion is being taken as an 
important test of whether 
Hungarians are psychologi- 
cally prepared for member- 
ship of the European Union. 

Among the nations of 
eastern Europe. Hungary 
has by far the highest level 


of foreign direct investment, 
but this has led to some 
resentment. In particular, 
control of Hungarian soil is 
an issue which retains a 
considerable emotional 
charge. 

Earlier in the year, the 
government introduced a 
draft law permitting Hun- 
garian businesses, including 
foreign-own ed ones, to boy 
up to 300 hectares of agri- 
cultural land. 

In August, the two main 
opposition parties, the popu- 
list Smallholders and tbe 
centre-right Fidesz, 
launched a signature cam- 
paign against foreign land 
ownership intended to force 


a referendum on the issue. 

They allege that since 
Hungarian land prices were 
only a fraction of those in 
western Europe, the change 
would provoke an explosion 
of land speculation. 

The government has 
argued that the new law is 
necessary to stimulate 
investment into the under- 
funded Hungarian agricul- 
tural sector and to bring 
Hungarian roles into line 
with those of the EU. In late 
August, the government 
announced that it would 
itself call a referendum on 
the issue, to be held simulta- 
neously with the vote on 
Nato membership. 
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NEWS: INTERNATIONAL • 

HSS annual military survey: □ Russian air force in tatters □ UK and France boost arms sales □ Nato funding row 
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growth put at 8% 
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By Alexander Nicott, 
Defence Correspondent 


ARMS SALES 


International arms sales 
grew for the second year in 
succession last year after 
seven years’ decline, with 
Britain and Fiance increas- 
ing their market shares as 
the second and third biggest 
exporters after the US. 

For the first time, arms 
imports by east and south- 
east Asian countries 
exceeded the total interna- 
tional arms purchases of 
Nato members and other 
west European countries. 

The International Institute 
for Strategic Studies said in 
its annual Military Halanc* 
publication, released yester- 
day, that the arms trade 
grew 8 per cent in real terms 
in 1996 to $39.9bn In constant 
1995 dollars. In 1995. it had 
increased 13 per cent after 
falling steadily to $32.7bn in 
1994 from a peak of $8*L9bn 
in 1987. 

The US remained the big- 
gest arms exporter with 
sales worth S17bn, slightly 
increasing its market share 
from 4 22 to 42.6 per cent 


Britain’s arms exports, 
buoyed by sales of jets to 
Saudi Arabia, the world's 
largest arms importer, rose 
from $7.4bn to $SL8bn in con- 
stant 1995 dollars, with the 
market share growing from 
20.1 to 22.1 per cent 
France, with sales of 
$5.6bn, increased its share 
from 10.3 to 14.1 per cent; 
Russia's share dropped from 
9.6 to 8.6 per cent 


See Ecfitorfal Comment 


The OSS attributed the 
renewed rise in the interna- 
tional defence trade to ten- 
sions in north-east Asia anri 
the Middle East favourable 
oil prices which enabled Gulf 
states to finance orders 
placed after the Gulf war, 
and modernisation of the 
armed forces in east Asia 
and South America. 

While the Middle East and 
north Africa remained the 
largest arms -imp or ting 
region, with 39.5 per cent of 
the total, east and south-east 


Asian countries took 23 per 
cent of the market with pur- 
chases of $8.9bn in constant 
1995 dollars, against $8.5bn 
or 22 per cent for Nato and 
western Europe. 

China, Japan, South 
Korea, Taiwan and Thailand 
are east Asia’s biggest arms 
importers, though other 
south-east Asian countries 
have increased their defence 
spending on the back of 
strong economic growth. 

According to the OSS, the 
combined defence spending 
of the nine prin t i ng and pro- 
spective members of the 
Association of South East 
Aslan Nations (Asean) was 
about SISbn in 1996 (in con- 
stant 1995 dollars!, or about 
14 per cent of regional 
defence spending. 

Defence spending in 
Europe continued to decline 
last year, with the budgets of 
Nato’s European members 
set to fall about 9 per cent in 
real terms this year after 
remaining static. 

Military spending in non- 
Nato European countries fell 
about 10 per cent last year 
and looks likely to Call a fur- 
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The amount to be spent by 
Nab members ou enlarging 
the alliance will be severely 
limited by constraints on 
European defence budgets, 
despite strong US pressure 
to spend more,, ac co r din g to 
the International Institute 
for Strategic Studies. . 

Agreement to -admit the 
Czech Republic, Hungary 
and Poland by 1999, with the 


possibility of more _ new 
members later, is bringing to 


ther 8 per cent this year. 

“There are steadily fewer 
European military forces 
available for deployment on 
active operations,” the HSS 
says. But the ending of con- 
scription in some countries 
may enhance the readiness 


and operational capability of 
those remaining, and re- 
equipment programmes “are 
beginning to reflect the 
changed roles for European 
forces which now need to be 
lighter and more flexible”. 

Budgetary constraints 


mafcp it difficult for even the 
best-equipped European 
forces - the British and 
French - to conduct com- 
bined-arms operations in a 
variety of conflicts, and 
inhibit their ability to 
exploit new technologies. 


Russian air force hit by lack of money 


The big defence spenders 


By Alexander NicoH 
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Russia’s air force is suffering 
from lack of money, fuel and 
spare parts, severely limiting 
pilot training and reduced 
flying standards to below 
basic safety levels, according 
to the International Institute 
for Strategic Studies' annual 
Military Balance. 

Less than half Russia’s air- 
craft are serviceable and 
nearly half Its airfields des- 
perately need repair and 
modernisation, the publica- 
tion adds: Pilots who obtain 
same flying time are usually 
only the more experienced, 
and they average 1040 hours 
a year, against the Nato 
combat air crew average of 
189-240 hours. ~ 

The poor state of the air 


sian government spending - 
about 20 per cent of the offi- 
cial federal budget 

The military, which, used 
its political clout to win big 
rises in defence spending 
this year and in 1996, has 
seen this year's allocation 
fall to Rbs83,000bn (*14hn) in 
a revised budget, even 
though it had warned the 
original Rbsl04.000bn budget 
would be exhausted after 

nine months 

The HSS estimates the 
true level of military spend- 
ing at about 27 per cent of 
federal budget or 7 per cent 
of gross domestic product 
when the cost of paramili- 
tary forces, arms control and 
subsidies to military regions 
and industries are included. 
This excludes any spending 


and revenue of ministries In 
the ‘'black economy”. 

Military spending is not 
being managed so as to con- 
tinue urgently needed struc- 
tural reforms of the armed 
forces, the HSS says, but 
“rather, . . . to maintain as 
for as possible the inefficient 
status quo”. 

The appointment in May 
of General Igor Sergeyev as 
defence minister suggested 
an acceleration of reform, 
but “crisis management, 
rather than managed 
restructuring, still seems the 
order of the day”. 

Command structure 
needed to be reorganised and 
personnel numbers, espe- 
cially in senior officer posts, 
had to be cut Reform should 
Include better budgetary 
control and steps to improve 
training and .equipment of 
lighter, professional forces 


more suited to Russia’s secu- 
rity needs. 

Russian defence manufac- 
turers have considerable 
duplication which “is 
starting to create the merger 
and acquisition activity 
prevalent in US . and west 
European defence indus- 
tries,” the HSS adds. 

The privatisation pro- 
gramme for defence compa- 
nies, which numbered some 
2,000 in 1993, seems to have 
stalled, though the govern- 
ment has sought to reduce 
the number of manufactur- 
ers by awarding contracts to 
selected companies and by 
introducing competitive ten- 
dering. 

Production levels have 
fallen since the cold war 
ended, but export revenues, 
estimated at Roubles 23bn in 
1997); are helpingto keep the 
. defence industries going. 


a head long-running argu- 
ments in Nato about funding 
the organisation’s military 
capability. 

Three US studies on 
enlargement have put the 
cost to new and existing 
members at anything 
between $27bn and $109bn 
over 10-15 years. 

But European countries 
essentially think that what- 
ever costs exist for old mem- 
bers can be contained within 
existing defence budgets. “In 
a benign security environ- 
ment, some feel there is no 
urgency," the HSS says. 

The Military Balance 1997/ 
98 says: “The actual cost of 
Nato enlargement is 
unknowable. It will cost as 
much or as little as the coun- 
tries concerned want it to. 

“In a Europe struggling 
towards economic conver- 
gence and monetary lininn, 
there is no scope to increase 
defence budgets without fur- 
ther painful reductions in 
social and welfare pro- 
grammes.” 

Nato is working an its own 
study, due to be completed 
in a few weeks. Tt is expected 
to show a substantially 
lower figure than the US 
studies. 

The US estimates, by the 
administration, Congressio- 
nal Budget Office and Rand 
Corporation, include not 
only direct needs such as 
adapting headquarters and 
communications, but costs 
of reinforcing and moderni- 
sing Nato defences to meet 
what ' are seen as required 
“force projection” levels. 


Nato. has made little prog- 
ress in- reinforcing its capa- 
bilities as agreed in 1991 and, 
according to the HSS, has a 
long way to go in adapting 
European armed forces Jjtar 
tightness andmobOityand. 
away from readiness-ibi: 
“yesterday’s wars”: . ' / •>' ; / 
There is consMerahltpres- 
sure in the US -Congress' foe 
European countries :to meet 
. the cost of updating ftato's 
capabitities.jthrough -their 
defence budgets. • 
Washington has rejected 
European assessments that 
costs of Nato enlargement 
could essentially be 
absorbed. v 

“To persuade the US Sen- 
ate to ratify the accession of 
three new Nato members, 
the US administration evi- 
dently believes its allies- will, 
have to agree to specific- 
national commitments . 
beyond the increases neces- 
sary to pay for common: 
infrastructure,” the HSS 


says. 

HSS analysts said adminis- 
tration officials had made 
clear that spending on the 
necessary infrastructure to 
cope with three new mem- 
bers should be the priority. 

Existing Nato members 
have said new members 
would have to meet most of 
the cost of modernising and 
restructuring their armed 
forces to meet Nato stan- 
dards. 

But the HSS says: “Their 
ability to pay must be in 
even more doubt. . ..there 
would have to be steady, real 
growth in the new members' 
defence budgets and . 
increases in the defence bur- 
den if tile scale of outlays 
envisaged by the US is to be 
met” 

New members should con- 
centrate first on achieving 
“inter-operability " with Nato 
allies, by improving com- 
mand and control systems, 
communications, training 
(including languages), and 
exercises, it adds. 


Kuchma’s Almaty meeting I Israel relents on 


NEWS DIGEST 


signals CIS alliance shift 


Palestinian cash 


By Charles Clover in Almaty 


President Leonid Kuchma of 
Ukraine landed in Almaty, 
capital of Kazakhstan, yes- 
terday, to meet President 
Nursultan Nazarbayev, in a 
visit hi g hli g hting the latte - 
country's soaring relations 
with Russia and the chang- 
ing political alignment in 
the former Soviet Union. 

Mr Nazarbayev referred to 
the visit as the. start of a 
“new era ’ of possibilities” as 
the presidents and their min- 
isters look turns at signing 
10 agreements aimed at 
closer J economic co-opera- 
tion. 

The two presidents took 
turns at criticising closer 
economic integration with 
Russia. “When there is no 
economic equality, there 
cannot be any talk about a 
unififfd economic space,” Mr 
Nazarbayev said. 

In the past, leaders of 
countries in the Common- 
wealth of Independent States 
(CIS) have at least tended to 
pay lip service to greater 
integration with each other, 
and with Russia. 

Mr Nazarbayev's com- 
ments come a day after 
Georgia's President Eduard 
Shevardnadze blasted eco- 
nomic integration with Rus- 
sia in his weekly radio 
address from the Georgian 
capital, Tbilisi, saying he 
would not join with Russian 


proposals for closer eco- 
nomic integration. 

Last week, CIS leaders met 
in Bishkek, Kyrgyzstan, to 
try to hammer out an agree- 
ment on closer economic 
co-operation in advance of 
the annual summit of CIS 
countries in Moldova on 
October 23. 

But in face of pressures by 
Russia to increase economic 
integration, many observers 
have discerned a developing 
anti-Russian "axis” in the 
former Soviet Union, to 
which Ukraine belongs along 
with Georgia, Azerbaijan 
and Uzbekistan. 

uaaaichstan has managed 
to remain aloof from these 
moves, though yesterday's 
meeting may signal a shift 


that Ukraine is encouraging. 
Tin not disclosing a great 
secret if I say the oil and gas 
sector of Kazakhstan repre- 
sents a -great interest of 
Ukraine/ said President 
Kuchma- 

While Ukraine plays the 
role of regional counter- 
weight to Russia in the for- 
mer Soviet Union, its Achi- 
lles heel is near-total 
dependence on Russia for 
imports of oil, natural gas 
and nuclear reactor fuel. 
Kazakhstan plans to be a 
prolific exporter of oil and 
possibly gas. 

Mr Nazarbayev said Kaz- 
akhstan was “absolutely 
interested" in exporting oil 
through a complicated route 
which crosses the Caspian 


Sea, travels through Azerbai- 
jan, and then crosses the 
Black Sea to the Ukrainian 
port of Odessa for shipment 
to Europe. 

While Kazakhstan is part 
of a four-nation customs 
union which includes Rus- 
sia, Belarus and Kyrgyzstan, 
it has many disagreements 
with Russia and these have 
sharpened over the past sev- 
eral months. 

The final blow may have 
come last summer, when the 
newly created Russian min- 
istry of natural resources 
announced a tender for oil- 
field development in the Cas- 
pian Sea, a zone overlapping 
into territory claimed by 
Kazakhstan for its own oil 
development 


By Avr Machfis in Jerusalem 


Securities chief quits in frustration 


Frustrated by the slow progress of 
Kazakhstan’s stock market the chairman of 
the country’s national securities committee, 
Grigory Marchenko, said yesterday he had 
tendered his resignation, Charles Clover 
reports. 

Mr Marchenko, whom many Investors see 
as the guarantor of continued development 
of Kazakhstan's capital market, said at a 
press conference yesterday that his decision 
to resign was “prompted by delays in a 
whole range of issues in the development of 
the stock market”. 

The move comes amid uncertainties over 
the appointment of Nurlan Balgrmbayev, 
former oil minister and current head of the 


state oil company KazakoiL to succeed 
Akezhan Kashegeldin as p rime minis ter. Mr 
Balgimbayev is known to be opposed to 
privatisation of Kazakhstan's companies 
which are to be the main attraction of the 
stock market 


Benjamin Netanyahu, 
Israel's prime minister, said 
yesterday he had decided to 
return Shk200m ($57m) in 
excise and income tax reve- 
nue withheld from Palestin- 
ians following recent suicide 
bombings against Israelis by 
Hamas, the Islamic Resis- 
tance Movement 

Mr Netanyahu said the 
decision had been made in 
an effort to “Improve the 
atmosphere” between Israel 
and the Palestinians, and in 
response to ‘‘initial positive 
steps made in recent weeks 
on security matters” by the 
Palestinian Authority. 

But Palestinian officials 
said Israel's decision to 
freeze the funds in the first 
place amounted to “black- 
mail”. Mr Saeb Erekat, a 
senior Palestinian peace 
negotiator, said withholding 
the funds contravened exist- 
ing peace accords and he 
expected Mr Netanyahu “to 
declare openly that he will 
never resort to such tactics 


The stock market was to be officially 
launched in September and the small 
state-owned stakes in several “bine chip 
corporations”, including some of the oil 
companies, were to be sold. 


But so for, only one company is being 
traded on the Kazakh stock market. 


.Be said the president had not yet derided 
on the full scale launch of the stock market 


again. 

The US has sharply critic- 
ised Israel's decision to 
freeze the Palestinian funds, 
saying it did not have any- 
thing to do with Israel's 
demands for security. 

Meanwhile, Israeli and Pal- 
estinian officials said all 
eight joint committees on 
disputed Interim agreements 


had started functioning 
again. The committees 
stopped meeting eight 
months ago after Israel 
started building Har Homa, 
a Jewish settlement in east 
Jerusalem. 

An Israeli government offi- 
cial said “significant prog- 
ress" bad been made in a 
committee meeting to agree 
conditions for opening a Pal- 
estinian international air- 
port in the Gaza Strip. He 
said, however, It was too 
early to say when the airport 
would open since several 
Israeli security demands 
remained unresolved. 

However, Mr Erekat said 
“many gaps” remained 
before an agreement on the 
Gaza airport could be signed. 
He also denied claims made 
by Israeli officials that a pos- 
itive atmosphere had pre- 
vailed at the new round of 
talks, saying only an Israeli 
decision to end settlement 
activity could re invigorate 
the peace process. 

US officials said Dennis 
Ross, the US Middle East 
peace envoy, would return to 
the region within a week to 
begin a new round of media- 
tion. Israel radio yesterday 
reported that Bill Clinton, 
the US president, had invited 
Mr Netanyahu and Yassir 
Arafat, president of the Pal- 
estinian Authority, to a sum- 
mit in Washington next 
month. 


US warning 
on Israel aid 


The chairman of the House of Representatives committee 
that gives Israel $3bn a year in aid said yesterday he 
would consider halting some of the money if Israel did not 
extradite a murder suspect to the US. ‘Ifs not a threat,” 
Bob Livingston, a Loui si a n a Republican and house appro- 
priations committee chairman, said of the case of Samuel 
Shelnbein. who fled to Israel after allegedly killing 
another teenager in Maryland. “We give $3bn a year to 
Israel. The committee is going to consider It .within a 
week. Hopefully Mr Sheinbeln will be back.” 

Asked if the committee would hold up the aid if Mr 

S hei n he i n were not extradited, Mr Livingston said: “If 
he’s not [returned] we will definitely consider it." Mr 
Sheinbein has been charged in the death of Alfredo Tello, 
19, whose body was found without arms and legs and 
burned almost beyond recognition in the garage of a 
vacant house in a Maryland suburb of Washington. 

He fled to Israel after the murder and is claiming dual 
citizenship in his effort to avoid extradition, hoping to 
stand trial in Israel instead. At Issue is whether Mr Shein- 
bein, via his father, is an Israeli citizen. If so, he may not 
be extradited under Israeli law. Reuters, Washington 
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Two US biotechnology 
companies- delivered encour- 
aging news in the battle 
against Aids this week. 

The California-based com- 
pany Cell Genesys says it 
had created genetically- 
engineered “killer” immune 
cells that search out and 
attack HIV in the earliest 
stages of infection. 

Separately, Vertex Phar- 
maceuticals, in partnership 
with Glaxo Wellcome of the 
UK, announced that after 12 
weeks of taking its new pro- 
tease inhibitor drug, 70 per 
cent of patients in a clinical 


study had no detectable 
traces of the virus. 

Cell Genesys claims its 
technique Is for more potent 
than existing therapies, 
because the genetically mod- 
ified immune cells, or T 
cells, destroy the virus 
before it has a chance to 
reproduce. 

HIV is notoriously difficult 
to fight because it is so pro- 
lific; without treatment, 
each infected cell produces 
50-100 viral particles 
that go on to invade other 
cells. 

Hie company says its pro- 
grammed T cells also elimi- 
nate infected tissue cells. 


such as those In the lymph 
nodes, where the virus is 
known to hide before staging 
an all-out battle in the final 
stages of the disease. 

The Vertex product would 
augment the arsenal of pro- 
tease inhibitor drugs which, 
since first approved by the 
US Food and Drug Adminis- 
tration two years ago, have 
become patients’ main 
defence against the progres- 
sion of HTV, in combination 
with the original “reverse 
transcriptase inhibitor” 
drugs such as AZT. 

Three protease inhibitors 
- made by Roche, Abbott 
and Merck - are now on the 


market, and their initial suc- 
cess in improving the health 
of Aids patients led them to 
be hailed as “miracle treat- 
ments” by many sufferers. 

More recent data shows 
that the impact of the prote- 
ase inhibitors may not be as 
long lived as originally 
thought, but the approval of 
a new drug in this class 
would be of vital importance 
in the battle against the dis- 


ease. 

Protease inhibitors are 
essentially molecular 
“plugs" that block reproduc- 
tion of the virus. The Inhibi- 
tors are usually adminis- 
tered as part of a drug 


cocktail, together with other 
Aids treatments. 

Patients in the Vertex clin- 
ical trial received AZT and 
3TC - both from Glaxo Wen- 
come - as well as the prote- 
ase Inhibitor. 

But while Vertex may 
receive FDA approval 
shortly, the Cell Genesys 
therapy is stQl in very pre- 
liminary stages. 

“This is laboratory work 
that has never been tried in 
humans." says David 
Molowa, a biotechnology 
analyst with Bear Steams. 

"Still, it's very encourag- 
ing and may open up a new 
area for HIV treatment,” 


More than 40 Algerians were massacred at a fake road 
block In the Oran region in western Algeria cm Monday 
the Algerian press reported yesterday. The road block was 
on a bridge near Sig, a small town 300km west of Algiers 
According to the French daily, La Tribune, the killers cat 
ue throats of bus passengers who were travelling from 
Algiers. They also intercepted an ambulance, and opened 
me on passing cars. The massacre took place as the coun- 
try prepared for local elections on October 23. Ahead of 
t. AJ ® erian arm y has has been carrying out a 
well-publicised operation against extremists in Ouled 
Allal, south of Algiers, a village deserted by the local pop- 
ulation in 1994 The army, which unusually allowed locad 
reporters to observe the operation and briefed them on its 
progress, said it had dismantled seven bombmaking focll- 

Wlth the violence showing no sign of abating, four 

nongovernmental organisations yesterday issued ah. 

appeal to the international community to address Alszer- . 
las human rights situation, calling on the United Nations 
Comm ission on Human Rights to convene a special ses- 

Roukt Shalaf, London 


UN SECURrTY COUNCIL 


Five regional members elected 

ggSSSSSSSS SSKST^. . 
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Korea on the Council. The Council is the only UN body 

w!rSl Pr0V !^ aCekeeping ^ en&*cemmt m2- 
Vo0nS t0 sanctions. Four of the 

five seats were uncontested within their respective ’ ~ ' 

“Z™* froups- But for the eastern Europeanseat cm- 
S to anil? 7 Fa]anA ' Slovenia defeated MaceSi bT 
to 30 votes. Laura SUber, New York 
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A bidd er Is t aken away by a policewoman after faffi n g to 
Ruvioean authorised cheque 


tout * J 





fall 

after auction 


By John FMdbig 
' In Hong Kong 

Hong Kong’s first govern- 
ment land auction since the 
post-colonial administration 
detailed its housing policy 
prompted prices lower than 
expected and predictions 
that the government would 
succeed in raising supply 
and curbing housing costs. 

- With analysts citing fears 
of ridng interest rates as an 
addi tional concern, the auc- 
tion results prompted a 
sharp fen in, shar es of Hong 
Kong property developers. 
The blue chip Hang Seng 
Index, which is dominated 
■by property; - companies, 
reversed earlier gains •. to 
close down 1j68 per cent at 
13386. . . , J - -- 

Yesterday’s auction came 
less than one week^after 
Tung Gheehwa, the tSTito- 
ry’s post-colonial.- leader, 
issued proposals on what * 
ha« become one . of the most 
sensitive political issues in 
the tenttmy. Warning ^at 
housing shortages threat- 
ened competitiveness and 
could create social tensions, 
he listed increased land sup- 
ply andfesterderatopment 
among measures needed to 
meet his target o£ 85£00 new 
hnmp« from 1999. 

Industry . experts were ' 
' divided oyer the Impact of 
policy «nfl tha implications 
of yes te rday's auction for the 
sector. “The. market is now 
taking JMpr Tung serioosly,’’ . 
said Franklin ijm, head of 
regional property research at 
SBC Warharg. 

However, Mirfmel Green 
at Salomon Brothers - said 
that the stock market reac- 
tion was more the result of - 
interest rate fears and that 
while Mr; Tung’s policies 
would raise supply, prices 
would continue to increase. 


"The backlog is so huge that 
even if the targets are met, 
there win still be a shortage 
for the next three to five 


Most attention at yester- 
day’s auction focused on a 
large residential site at Tai 
Po, a district in the New Ter 
ritoriBB, north of the Kow- 
loon peninsula. The 91,000 
square metre site, the largest 
ever sold in Hong Kong, 
fetched HK$5.6bn (US$724m) 
compared with market esti- 
mates of up to HKf7hn. 

• The two other sites also 
met a tepid response. A 
16300 square metre plat in 
Tuen Man, also in.the New 
Territories. fetched 

HKJ2.9tm, compared with 

upper w tirnateB mf TTKy 4hn 

Tbs sale of a Kowloon Bay 
site was after the 

buyer felled to provide an 
authorised cheque after bld- 
c6ng HKj89Qm. 

- Analysts pointed to «the 
presence of the big develop- 
ers during the as a 

sign of sw?port foir the mar- 
ket. The Tai Po site was 
bousht by Gbndereon Lend, 
while Cheung Ktmg and Sun 
Hung Kai, ' the .other big 
property groupp^ were also 
involved in .the auction. 


Hong Kcng Property 
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currency to slip 



By Jeremy Grant in Hanoi 

Vietnam yesterday bowed to 
regional pressure on its cur- 
rency by aUawing it to slip 
more than 4 per cent in a bid 
'to boost exports, trim its' 
trade' deficit and ease .an 
acute shortage of doilare in 
strong demand by foreign 
investors. 

The central bank widened 
the hand within which the 
nonconvertible dong can 
trade to 10 per cent either 
iyirifl of .a daily fixed “central 
rate”, from 5 per cent 

That will make; It more 
expensive for Hanoi, to ser- 
vice its foreign d ebt, as weO 
as for foreig n investors earn- 
ing dong revenues to pay 
hard currency debts ■- such 
as property and consumer 
.goods ventures. 

• But tibe move was given a 
cautious welcome , by. -the 
International Monetary. 
FoncU "It allows the cur- 
rency to reflect the new 
exchange rate' alignment 
that has emerged -in ;the 
region ■' but . we ~ would 
strongly ; welcome further 
policy measures to restore 
the confidence, of, interoa 1 ’ 
tfopal investors and donors 
in: the. continued reform pro- 
cess,” said Erik ..Offerdal, 
IMF Vietnam. representative- ' 
-Bankers said- -that while 
the move had been antici- 
pated, further -adjustments 
would be needed as the 


^ ■ 


dong was still overvalued. 

Recent currency devalua- 
tions by neighbouring coun- 
tries have made Vietnam's 
exports less competitive 
while the country’s trade 
deficit is still bigfc at $LBbu 
so fartbis year. However. Le 
Due Thuy, a vice central 
bankgovHmor.ruled mit fur- 

ther moves soon; a I think 
the (trading) band is wide 
enough for "the moment.” 

* The latest move was partly 
inspired by worries over 
fta gg fa g sales of rice; which 
accounts for . 12 per cent of 
exports and earned Hanoi 
■ g855m last year: 

In recent weeks, Thai rice 
been ' undercutting 
poorer quality Vietnamese 
rice for the first time, spark- 
ing a drop, in fresh orders- 
The Communist party fears 
that could threaten file live- 
lihoods of milli ons of Viet- 
namese far mers, possibly 
causing unrest 

However Le Dang Doanb. 
an economist, said action 
was also needed to reform a 
rice hading system that 
fa v o urs state-owned export- 
ers at the espeoee of farm- 
ers. "Depredation is not a 
panacea to boost exports. It 
must be combined with a 
reduction in; costs and 
enhancing efficiency. Its a 
bitter remedy but Vietnam- 
ese traders must learn fins 
-lesson,” he adt ;-. , 

See Capital Markets . 


Tokyo at odds over economic remedies 


By Gwen Robinson in Tokyo 

Political infighting inten- 
sified yesterday within the 
Japanese government over 
measures to boost the «fling 
economy. 

Japanese media quoted an 
executive of the ruling Lib- 
eral Democratic party, later 
Identified as Koichi Kaio, 
secretary -general, saying the 
LDP was considering deficit- 
covering bonds to pay for 
promised tax cuts. 

Byutaro Hashimoto, prime 
minister, has vowed to halt 
deficit-financing and tackle, 
the government's ballooning 


fiscal deficit Mr Hashimoto 
has built the pledge into his 
ambitious programme of eco- 
nomic and administrative 
reforms. 

Mr Kato’s remarks point to 
widening rifts within the 
LDP over economic policy 
and growing opposition to 
Mr Hashimoto’s drive for fis- 
cal rectitude. 

In the bond market, partic- 
ipants scrambled to sell cash 
bands and bond fixtures on 
the back of Mr Kato's 
remarks, pushing up the 
yield on the benchmark 10 - 
year Japanese government 
bond to L76 per cent after it 


tumbled to a new record low 
of L705 per cent in early 
morning trading. The dnn«r 
slipped to Y120.92 before 
recovering to Y12I.56 In 
afternoon trading. 

In Singapore, Eisuke Sak- 
akibara, Japan vice finance- 
minister who is known as 
Mr Yen for his ability to 
move markets, said Japan's 
economy is poised to 
rebound and sentiment is 
excessively 

He added that investors 
have become too risk averse 
towards shares, and this is 
evident in a “bubble* in the 
government bond market 


He said government mea- 
sures to boost the economy 
should stimulate recovery. 

Mr Hashimoto's draft fis- 
cal reform bill calls far elimi- 
nation of deficit bond issues 
by 2003 and reduction of the 
fiscal deficit to 3 per cent or 
less of gross domestic prod- 
uct Japan’s fiscal deficit 
stands at 7 per cent of GDP. 

The bill also calls for 
issues of deficit-covering 
bonds to be limited to 
YL250bn ($10.4bn) annually 
over the next six flwai years 
beginning next April, white 
zoo growth in. 
general-account expendi- 


tures and implementing 
spending cuts. 

Mr Hashimo to was hoping 
to present the bill to the cur- 
rent session of parliament, 
which runs until the gpd of 
the year. The steady down- 
ward course of the economy, 
however, has added pressure 
on Mr Hashimoto to come up 
with economic stimulus 
measures, including tax cuts 
and increased public spend- 
ing. The government Is 
expected to announce the 
package on October 20. 

In spite of growing calls 
from all political parties for 
substantial tax cuts and 


other measures, economists 
say the forthcoming package 
(s unlikely to have signifi- 
cant impact The LDP would 
have to negotiate any mean- 
ingful measures, such as tax 
cuts and deregulatory steps, 
with bureaucrats and the 
two parties in the LDP’s par- 
liamentary coalition. 

Even the modest mea- 
sures, including corporate 
tax cots of 3 per coot, are a 
dilemma for Mr Hashtmoto. 
If such measures are funded 
through additio nal ta x*^ in 
Other areas of the economy, 
it would undermine his cred- 
ibility as a reformer. 


Japanese lawyers dismiss liberalisation call 


By GUtan Tett In Tokyo 

Japanese lawyers are poised to 
block demands by their US and 
European counterparts for Japan 
to open its tightly protected legal 
market to greater competition. 

A Ministry of Justice panel has 
decided after two years of debate to 
turn down requests that foreign 
law firms should be allowed to 
enter the domestic market by hir- 
ing Japanese lawyers. 

The panel’s report, which will be 
officially unveiled soon, contrasts 
with other moves which Japan is 
making to liberalise its financial 


sector through “Big Bang” deregu- 
lation. Consequently, it could 
undermine Japan's efforts to bring 
its financial infrastructure more 
into line with other global centres, 
such as New York. 

It will be a bitter blow to US and 
UK law firms, which have been lob- 
bying for two years for greater 
freedoms and had hoped Big Bang 
would encourage faster change. 
The decision is likely to provoke 
com plaints from the US and Euro- 
pean Union, diplomats say. 

Western countries have been 
pressing Japan to liberalise Its 
tightly closed legal services for sev- 


eral years. Earlier this decade, 
Japan tried to defuse these com- 
plaints by allowing foreign compa- 
nies to establish joint ventures 
with Japanese groups. But these 
are unpopular with Japanese and 
western companies and instead, 
western companies have been 

fighting for permission, to hire Jap- 
anese lawyers as partners. 

This step is crucial because 
although foreign lawyers are able 
to advise on their home co un try 
law in Japan, they are not permit- 
ted to advise on Japanese law. 

Consequently, without Japanese 
employees non-Japanese compa- 


nies cannot compete in the domes- 
tic market. 

The government established a 
panel of Japanese academics, law- 
yers and bureaucrats two years ago 
to granting pf i ffrfhto liberalisation. 
Some younger lawyers and Bdinis- 
try cf Finance officials favour liber- 
alisation. But the panel, which win 
publish its report in the next 
month, decided last week against 
letting foreign law firms hire Japa- 
nese lawyess. 

Mr Kunio Wwreada, a senior Japa- 
nese lawyer arid member of the 
panel said; “Admittedly there is 
some element of a business turf 


war in this but there is a cultural 
and moral question at stake as 
well. Globalisation is one thing , 
but we do not want Anglo-Saxon 
lawyers bringing their own aggres- 
sive practices into Japan.” 

The panel will offer other conces- 
sions, by cutting the number of 
years that Japan-based foreign law- 
yers must work in their home 
country. But western lawyers 
insist these are minor. Robert 
Grondine, manag in g partner at the 
US law firm White and Case, said: 
“This fUes completely in the face of 
what Japan claims it is trying to do 
with Kg Bang.” 
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"Wherever in the world you want to succeed in business, we’re 
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Africa — we’re there with the local knowledge and global 
strength our clients need. 

Our success can be your success. If you would like more 
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NEWS: THE AMERICAS 


Move indicates attorney-general has discovered evidence of wrongdoing 


NEWS DIGEST 


Reno extends campaign finance probe 


By Bruce Clark in Washington 


Janet Reno, the US attomey-gen- 
eral, has decided to extend her 
investigation into whether Presi- 
dent Bill Clinton made illegal tele- 
phone calls to solicit donations 
Justice Department officials said 
yesterday. 

The decision to proceed with a 
formal, 60-day probe, which could 
in turn lead to the appointment of 
a special prosecutor, indicates she 
has discovered “specific and 
credible evidence" of wrongdoing 
during her initial, month-long 
review of the issue. 

Responding to the decision 
during a visit to Brazil, Mr Clinton 
said he did not do anything wrong 
in raising money for last year's US 
elections. 

“I know I didn’t do anything 


wrong. 1 did everything I could to 
comply with the law," said Mr 
Clinton. 

Republicans have recently 
stepped up demands for 
appointment of a special 
prosecutor, or independent 
counsel, and they have made it 
plain that they would react angrily 
if the attorney-general dropped her 
inquiries. 

Ms Reno will be asked to lay oat 
her reasoning in more detail when 
she faces the House Judiciary 
Committee today. 

Mr Clinton has offered to 
co-operate with the investigation 
by submitting to an interview with 
Ms Reno or anybody else at the 
Justice Department who requires 
information. 

He also said he shared Ms Reno’s 
anger over the delays in the release 


to investigators of videotapes 
which showed him presiding at 
“coffee mornings" at the White 
House where donations were 
solicited. 

Political observers said the 
extended probe would buy the 
White House some breathing space, 
and it remained highly uncertain 
whether a special prosecutor would 
be named. 

The 6&day investigation of Mr 
Clinton’s fundraising methods - 
similar to the probe of 
vice-president Ai Gore's activities 
which was launched on October 3 
- indicates that clear prxma fade 
evidence exists of the law being 
broken. 

But it says nothing about how 
grave the violations were - and the 
focus on the relatively minor issue 
of telephone calls has been 


denounced by campaigners for 
political reform as a distraction 
from more serious problems. 

Tom Mann, a political analyst at 
the Brookings Institution, said that 
during the 60-day probe, Ms Reno 
would, for the first time, have 
the authority to take account 
of "motivation", that is. whether 
the president wilfully broke the 
law. 

"But this doesn't necessarily 
increase the likelihood of an 
independent counsel being 
appointed,” he added. 

"It would be a mistake for 
anybody to assume that she has 
found serious violations of the 
law." 

He said the campaign finance 
con t roversy had hi g hli g hted some 
hard questions about the improper 
diversion of "soft money" - 


Intended as general support for 
political parties - to the campaigns 
of specific presidential and 
congressional candidates. 

But clarifying the law would be a 
better approach than criminal 
investigations. 

Larry Klayman of Judicial 
Watch, a lobby group which has 
waged a tough campaign against 
political malpractice, said the 
stress on telephone calls reflected a 
tacit agreement by both political 
parties to sidestep the most serious 
ethical Issues facing the Clinton 
administration . 

These included the alleged "sale” 
of overnight stays at the White 
House, and access to the president, 
in return for the gift of political 
donations - and the national 
security risks which this practice 
entailed. 


SEC scraps 
press curbs 


Greenspan warns on 
capital flow curbs 


Fed chiefs remarks seem aimed at Malaysian 
PM’s call for currency speculation restrictions 


By Gerard Baker 
in Washington 


Attempts by governments to 
impose restrictions on 
capital flows would he a 
serious mistake, Alan 
Greenspan, the chairman of 
the US Federal Reserve, said 
yesterday. 

In remarks apparently 
aimed at c alls from Mahathir 
Mohamad, the Malaysian 
prime minister, for measures 
to restrict currency 
speculation, the Fed 
chairman said such 
measures would have 
"serious unintended 
consequences”. 

The rapid globalisation of 
financial markets was an 
essential but increasingly 
risk-laden element in the 
growth of international 
trade. Mr Greenspan told a 
conference on global capital 
flows. 

But the proper way for 
governments to minimise 
those risks was through the 


pursuit of sound economic 
policies and greater financial 
disclosure. 

Mr Greenspan said 
improvements in technology 
had been the driving force 
behind the growth of global 
capital flows. These changes 
had made markets more 
efficient but also posed risks 
for the international 
financial system as a whole. 

"Increasing global 
financial efficiency, by 
creating the mechanisms for 
mistakes to ricochet 
throughout the global 
financial system, has 
patently increased the 
potential for systemic risk," 
Mr Greenspan said. 

But the Mexican peso 
crisis of 1994-95, and the 
turmoil in south-east Asia 
this year, indicated that the 
proper way to limit such 
risks was not through 
attempts to constrain capital 
movements, which harked 
back to a time when such 
Sows were much smaller 


and markets much less 
liquid. 

"We cannot turn back the 
clock an technology and we 
should not try to do so,” he 
said. The most serious 
danger In such a move 
would be that investors 
would be inclined not to lend 
the money which developing 
countries needed. 

Mr Greenspan also called 
on authorities everywhere to 
improve the quality andthe 
flow of official andprivate 
sector financial information. 
He said that another lesson 
of the Mexican and Thai 
crises was the need to 
improve disclosure of a 
country’s foreign exchange 
transactions and reserves, 
and the levels of hanks' 
non-performing loans. 

"Such disclosure would 
help to avoid sudden and 
sharp reversals in the 
investment positions of 
investors once they became 
aware of the true status of 
a country's and a banking 



The US Securities and Exchange uommissiony^^j. 
scrapped regulations which in effect prevented Us 
newspapers and news agencies from reportingon ' 
for +henminy bond and equity offerings ofioreign 
corn p^^l^- 

The SEC said the restrictions, which baveaiso . . - 

hampered coverage of foreign papers disWbJefiohtnfi^ | 
US j p rt nding the Financial Times, were an ta-cqm pefaove 
and potentially disadvantageous to US investors” . 

Under the previous regulations drawn up after the 1329 

Wall Street crash, foreign companies or government 
issuing securities in the US were in effect upable togrve 
briefings to US publications in advance of tha offering- 
This meant foreign publications - and. investors whore gfl 
foreign publications - had access to information normally 
unavailable to US investors. The SEC said yesterd ay’s -• 
ruling would "ehminafe this unintended and undesirable 
consequence of the SEC’S rules governing offering . 

Pl Tb!eSEC had been requested by the US Congress iso . v , 
alter its regulations. US and foreign publications with .> 
significant circulation in the US had been pressing -T'r-.i ^ - 
Washington for the change far several years. ' • .v rj 

-We have been lobbying for the change for some time, 
said Richard Lambert, Financial Times editor. “This te. 
very good news for US investors as it means they will have 
equal access to information provided to readers elsewhere 
in the world.” Edward Luce and Samer Iskandar 


ECUADOR PROTESTS 


Oil wells forced to close 


Production at six oil wells owned by the state ail company 
Petra Ecuador has been halted after a group. of 
demonstrators from the Amazonian region took over 
I some of the facilities. 

Strikers have also closed highways connecting the - 
Amazon provinces in eastern Ecuador to the rest of the 
country and air strips in a protest aimed at focusing • 
gover nment attention on their provinces. 

The peaceful occupation of the wells has reduced 
Ecuador’s daily oil output by nearly 7 per cent throughout 
the 10 -day protest Justine Newsome, Quito 


US SUPREME COURT 


Term limits rejected 


Greenspan: remarks apparently aimed at Mahathir Mo hama d, Malaysian premier ap 


system's financial health” he 
said. ' 

The Fed chairman said 
that the current level of 
cr t oss-border finance was 
“startling", in relation to the 
amount of goods and 
services traded. 

"What we don't know for 
sure, but strongly suspect, is 
that the accelerating 
expansion of global finance 


may be indispensable to the 
continued rapid growth in 
world trade in goods and 
services." he said. 

There was no specific 
reference to domestic US 
economic conditions, though 
the Fed chairman once again 
extolled the virtues of price 
stability. 

.Financial markets are on 
the alert for Mr Greenspan's 


every utterance, since he 
surprised investors last week 
with a warning that the US 
economy was on an 
unsustainable growth path. 


His remarks were widely 
interpreted then as a signal 
that the US central bank 
might raise interest rates 
sooner than financial 
markets had been expecting. 


The US Supreme Court has decided to let stand a 
judgment throwing out California’s controversial law 
imposing term limits on legislators, potentially opening 
the way for many veteran incumbents to run in next 
year’s elections. 

The court yesterday declined to hear arguments from 
Calif ornia state officials, who were appealing against a 
ruling last April by a district judge that the measure was 
unconstitutional because It violated the right of citizens 
to vote far the candidate of their choice. That in effect lets 
the original decision stand, although the issue will almost 
certainly be revisited later this year. 

• The Supreme Court also decided yesterday to' let stand 
a judgment that individual workers can sue an employer 
for discrimination even if their union has an agreed 
arbitration procedure. Mark Stanton, Washington 


CAYMAN MOVE 


Search engine 
has loads 


Qatari offshore bank dosed 


of pedigree 


By Nicholas Denton 
in San Francisco 


Futures available now 
while stocks last. 


Encyclopedia Britannica, 
the 229-year-old publisher 
best known for its A-to-Z of 
information contained in 32 
weighty leatherbonnd vol- 
umes, is launching a new 
guide - to the internet 

The venerable company, 
which moved from the UK 
to Chicago tn 1901, will be 
competing against the Inter- 
net navigation services such 
as Yahoo! and Excite which 
have sprung up in the past 
three years. 

By helping users find 
their way around the many 
millions of sites on the 
world wide web, these navi- 
gation services, sometimes 
also known as search 
engines, have become inter- 
net traffic hubs. 

Yahoo, the leading search 
engine, is the most visited 
site on the internet, with 
14.5m unique users in Sep- 
tember. Altogether, five of 
the top 10 sites are guides to 
other destinations on the 
web. 

Although it presents no 


serious challenge to Yahoo 
and its counterparts, Britan- 
nica maintains it can attract 
some traffic by deploying in 
its internet guide the same 
skills nsed in categorising 
and describing information 
in an encyclopedia. 


Existing internet naviga- 
tion services, while they 
include one-line descriptions 
of the more popular sites, 
use computers to index most 
internet content, which web 
site publishers can confuse 
by burying keywords such 
as "sex” in their sites to 
attract more traffic. 


The Cayman Islands government has shirt down a ■; ' 
Qatari-owned offshore bank and its parent company, two 
weeks after another bank in the group, located in the 
Bahamas, was closed by Bahamian authorities. 

The move follows the mysterious disappearance in the 
Bahamas in September last year of Syed Bilal Ahmed, 
assistant general manager of First Cayman Bank, which 
has been closed. Mr Ahmed was in the Bahamas on 
business, and was last seen at one of the country's 
leading hotels. It is not clear whether his disappearance is 
linked to the problems of the banks, Bahamian officials 
said yesterday.' 

First Cayman Bank, which the territory's Monetary 
Authority said last week was up for sale, and Gulf Union, 
the holding company for the bank, have been closed 
"until further notice”, according to an official statement 
The closed Gulf Union Bank in the Bahamas is part of the 
group. Neither the Caymanian nor Bahamian authorities 
have given specific reasons for the closure of the banks. 

Sheikh Jabor bin Mohammed al-Thani of Qatar, owner 
of Gulf Union, tried to sell the company in May to Sheikh 
Abdul S Qurefchi. a Florida banker. However, Caymanian 
authorities refused to approve the sale, saying its legal 
owner remained Sheikh Al-Thani. 

The holdings of the banks have not been disclosed. The 
Bahamas and the Caymans are offshore banking centres 
which observe a high level of confidentiality about their 
financi a l services sectors. Canute James, Kingston 


SECESSION PROPOSAL 


Britannica ’s solution is 
old-fashioned: a team of 25 
editors who filter out all but 
the 65,000 web sites they 
judge most valuable, and 
write foil reviews for most 
of them. 


Independence vote for Nevis 


With tbe internet guide, 
Britannica is seeking to off- 
set the decline in its ency- 
clopedia business, which has 
suffered from competition 
from En carta, an encyclope- 
dia on a CD-Rom disc dis- 
tributed by Microsoft, the 
software giant 


Parliamentarians in Nevis have voted to secede from the 
St Kitts-Nevis federation, and Nevisians will vote in a 
referendum to determine whether they want their 36 sq m 
island of 9,500 people to became one of the world’s 
smallest independent states. 

Nevisians reluctantly entered the federation in 1983, 
and since then there has been an increasingly persistent 
call for the eastern Caribbean island to separate from St 
Kitts- Independence for Nevis wfll demand a two-thirds 
majority in the referendum, for which no date has been 
set. 

“This vote by the Nevis assembly has not surprised 
me," Denzil Douglas, St Kitts-Nevis prime minister, said 
yesterday. "The constitution makes it clear that if Nevis 
wants to secede, it should be allowed to.” Canute James 


US president endorses four 
nation Mercosur grouping 


Clinton plays down fears trade group may harm US interests 


By Geoff Dyer in Brasilia 
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President Bill Clinton 
yesterday endorsed Merco- 
sur, the four-nation South 
American trade grouping 
which has faced criticism 
from US officials. Speaking 
on his first trip to Brazil, Mr 
Clinton attempted to play 
down concerns that the US 
sees Mercosur as a threat to 
its interests in the region. "1 
support Mercosur. It is a 
good thing for Brazil and for 
all its members.” Mr Clinton 
said. 

“It is also quite a good 
thing for the US." 

The members of Mercosur, 
which was founded in 1991. 
are Brazil, Argentina, Uru- 


guay and Paraguay. Bolivia 
and Chile are associate mem- 
bers. 

After meeting Fernando 
Henrique Cardoso, Brazil's 
president, Mr Clinton said 
both countries had reaf- 
firmed their commitment to 
begin negotiations for a 34- 
country Free Trade Area for 
the Americas after a summit 
in Santiago, Chile, next 
April. 

Mr Clinton said he hoped 
Brazil would play a leader- 
ship role in the process. 

As the "largest economy 
and the most diverse people 
in the Americas - ’ he said this 
gave Brazil and the US "a 
special ability and 
special responsibility" 


in the talks. 

However, the US and Bra- 
zil have yet to agree on how 
the talks should proceed. 
Unlike the .US, Brazil does 
not want talks on 
cutting tariffs to start imme- 
diately. 

Referring to forthcoming 
global talks on controlling 
gas emissions, Mr Clinton 
said the US “would not pro- 
pose anything that might 
damage Brazilian growth". 
Some developing countries 
fear the US will try to use 
the Kyoto talks to impose 
heavy restrictions on their 
gas emissions. 

Mr Clinton faced criticism 
when he arrived after a 
guide published by the US 


embassy in Brasilia ggid cor- 
ruption in the country was 
“endemic". Mr Clinton said 
the comment had been “ an 
appalling error of judg- 
ment". The guide had not 
reflected the view of the 
administration and had been 
changed. 


The two presidents yester- 
day signed agreements on 
education co-operation, on 
the uses of nuclear energy, 
on energy technology, on 
public administration and - an 
co-o peration between, the 
respective judicial systems. 


They also signed ah agree- 
ment about Brazil's partici- 
pation in the US space explo- 
ration programme. 
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Emerging markets — who knows what perils may 
be lurking there? 

Uncertain regulatory climates. Political risks. 
Cross-border finance and tax implications. The 
way is often uncertain, the waters turbulent 

Take, for example, InterGen’s $210 million 
TermoEmcali gas-fired power generating facility in 
Colombia The project was fraught with uncertainty, 
and hip-deep in regulatory complexity. 

Dresdner Kleinwort Benson took the initiative, 
shaping a bold new approach to financing. 

In a suige of precedents, we facilitated the first 
Rule 144A-financed power project In Colombia We 
were also instrumental in combining a number of 
project credit facilities, along with the longest-term 


project bond issued in Colombia to date. 

Additionally, we provided a standby commit- 
ment to bridge the 144A, a reassurance that 
financing would be available, despite the 
unpredictability of some Latin American markets. 

These innovations generated enough investor 
confidence to move the project forward. Enough 
money to see it through. And enough flexibility to 
maintain a clear course through the changing 
regulatory environment 

Dresdner Kleinwort Benson: In emerging 
markets, we can make the difference. Between 
success — and becoming part of the food chain. 

What innovative global thinking can we bring to 
your business? Call David Kubie at 212 429-2240. 

o Dresdner Kleinwort Benson 


Dresdner 


Kleinwort Benson is the marketing name associated with the global investment banking operations ol Dresdner Bank AG and its subsidiaries, issued in the UK by Kleinwort Benson Limited, regulaied by the SFa. 
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NEWS: WORLD TRADE 


Brittan in WTO 
deal with China 


By Guy de Jonquftres in 
London and James Hanfino 
Fn Shanghai 

The European Commission 
yesterday reached an under- 
standing with China on 
aspects of Its application to 
join the World Trade Organi- 
sation, which both sides 
hoped would speed up the 
10-year-long membership 
talks. 

Sir Leon Brittan, trade 
commissioner, said in Bei- 
jing that they had agreed a 
set of principles, providing a 
“conceptual breakthrough" 
which could open the ffasi 
lap of the WTO nego tiation s 

But other western trade 
officials were much more 
cautious, saying China had 
still to show it was ready to 
bargain more flexibly and 
fully embrace WTO rules 
and disciplines. 

The main new element in 
yesterday's agreement is 
China's apparent willingness 
to consider reducing sub- 
stantially its highest tariffs,, 
These are at least 80 per cent 
on products such as cars and 
alcoholic spirits. 

Beijing's previous cuts in 
average tariffs, to 17 per cent 
at present, have left many of 


its stiff est import duties 
intact It has now agreed to 
discuss proposals for a for- 
mula for lowering such tariff 
“peaks", with “very limited" 
exceptions for unspecified 
products. 

Western trade officials 
welcomed the move. But 
they pointed out that the EU 
has long insisted that deeper 
tariff cuts were only one - 
and not necessarily the most 
important - concession 
China needed to make to 
secure WTO membership. 

An “agreed statement" 
issued by Sir Leon after a 
meeting with Wu Yi, China’s 
international trade minister, 
also said Beijing would 
improve proposals to liberal- 
ise trade in services - a key 
issue in the WTO talks. 

China’s formal WTO offer, 
expected next month, would 
"offer a real perspective of 
market opening on the basis 
of fair and transparent prin- 
ciples in which all non-Chi- 
nese service providers enjoy 
balanced and equitable 
access,” the statement said. 

However, Beijing does not 
appear to have promised any 
advance on its existing liber- 
alisation proposals, dis- 
missed as inadequate by EU 


negotiators when they were 
outlined to WTO members in 
Geneva last week. 

China also confirmed to 
Sir Leon plans to phase out 
its remaining import quotas, 
on about 300 product catego- 
ries, by a fixed date. Chinese 
officials indicated that thi« 
was likely to be 2005. 

That offer was foreshad- 
owed by Long Yongtu, 
China’s vice-minister, in 
London last week. But Bei- 
jing has since dropped a 
demand that western coun- 
tries first honour their WTO 
pledge to scrap textiles and 
clothing quotas. 

EU officials hoped yester- 
day’s agreement would 
smooth the path for the 
planned summit between 
presidents Bill Clinton of the 
US and Jiang Zemin of 
China. Beijing said yester- 
day that President Jiang 
would visit the US from 
October 26 to November 2. 

Brussels and Washington 
have recently sought to close 
ranks over C hina ’s WTO 
negotiations, after a long 
period daring which Sir 
Leon irked the US by pub- 
licly criticising it for failring 
too hard a line towards Bei- 
jing. 



Shipowners drag 

Fears are growing that many will miss deadline for implementing ne\y rules 



T he world’s shipowners 
are preparing for 
far-reaching changes 
in shipping safety regula- 
tions but there are fears that 
many will fall to meet the 
first deadline of, next July. 

The International Safety 
Management code Intro- 
duces a new approach to 
safety, requiring owners to 
put in place management 
systems to detect and avoid 
possible accidents and to 
ensure that, if they do occur, 
they are unlikely to be 
repeated. 

The new rules were for- 
mally adopted in 1994 but 
despite repeated urgings 
from the International Mari- 
time Organisation, the UN~ 
shipping agency, only a few 
vessels have been accredited 
to the code. 

The shipping authorities 
are now engaged in an elabo- 
rate game of bluff with own- 
ers. Bill O’Neil, secretary 
general of IMO, has warned 
that implementation of the 
rules wifi not be delayed. 

“The shipping industry 
must realise that the code 
cannot be stopped, delayed 
or avoided. Instead of wast- 
ing time in praying for an 
extension to the July dead- 
line, shipowners should sim- 
ply start the compliance pro- 
cess now and make sure 



A stricken tanker under tow near Cape Town; a new safety aide aims to reduce accidents 


they meet it," he said. 

But many of the less well 
prepared or less scrupulous 
members of the shipping 
community seem set on call- 
ing that bluff They argue 
that governments and safety 
authorities simply could not 
afford to see much of the 
world's merchant fleet 
barred from ports for failing 
to have the right piece of 
paper. 

A survey by the Interna- 
tional Association of Classifi- 
cation Societies, whose mem- 
bers vet the design and 
seaworthiness of much the 
world fleet found that only 
11.2 per cent or just over 


2.000 vessels, had been 
accredited by July. 

This figure almost cer- 
tainly understates the level 
of compliance because many 
countries, including Britain, 
are employing their own 
maritime safety organisa- 
tions to handle certification 
directly. But there are fears 
that some of the less devel- 
oped "flag of convenience" 
countries are not taking 
steps to register their fleets. 

To help with the change- 
over to the new safety rules, 
the IMO has set a twostage 
deadline. Relatively high- 
risk vessels, such as passen- 
ger ships, oil and chemical 


tankers, and high speed 
cargo ships - a. total of 

19.000 ships - must comply 
by next July. A further 

20.000 cargo ships and 
mobile offshore drilling 
ships must comply by July l, 
2002. The code has been kept 
deliberately short and simple 
and sets targets for the 'ship- 
owner rather than laying 
down detailed rules. 

“The code makes the 
owner responsible for ensur- 
ing there, are adequate 
resources and shore support 
to back op the captain," said 
Eamon Moloney, a shipping 
partner at the law firm 
Eversheds. 


“There must be procedures 
in place to make sure a ship 
'is maintained properly but if 
an Incident occurs the owner 
must . be able to investigate 
and take remedial action." 

Shipowners will be unable 
to ignore the new code 
because it has been written 
into the international con- 
vention for the safety of life 
at sea - Solas - which has 
-been adqpted_by 128 coun- 
tries accounting for 97 per 
cent of the warid’s merchant 
tonnage. 

The code will, for example, 
require shipowners' to 
ensure that Instructions and 
safety procedures axe. 
explained to crews In a lan- 
guage they can understand. 
In one recent 7 incident Fili- 
pino crew members, misun- 
derstood the orders of a 
Greek officer and opened the 
wrong stopcock, flooding 
two cargo holds filled 7 with 
high grade smelting coal 

The. code would have 
ensured .the officers and 
crew could understand -each 
other and put in place a pro- 
cedure for opening water- 
tight spaces, either by mark- 
ing the manholes 1 or 
requiring different methods 
of op ening , said Mr Moloney.' 

Charles Batchelor 
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US and EU 
divided as 
deadline nears 


By Noil Buckley In Brussels 

US and European Union 
negotiators remained deeply 
divided an central issues last 
night as they prepared for 
the final day of talks aimari 

at defusing a potentially 
damaging row over US extra- 
territorial trade laws. 

Both sides played down 
the importance of tonight's 
midnight deadline for agree- 
ment, apparently paving the 
way for extension of the 
talks if sufficient progress 
has been made. 

Today marks six months 
since the EU suspended its 
World Trade Organisation 
challenge In April to the US 
Helms-Burton anti-Cuba law. 
which bans companies from 
“trafficking" in former US 
property expropriated by the 
Castro regime. 

But European Commission 
officials hinted they were 
unlikely to re-activate the 
WTO ease as long aa no 
European companies were 
penalised by the US legisla- 
tion. or similar laws on Iran 
and Libya, and progress con- 
tinued towards agreed prin- 
ciples on expropriated prop- 
erty and extra-territorial 
laws. 

No European company has 
so far been penalised by 
either law, although the US 
State Department is investi- 
gating a $2bn gas contract 
signed by Total, the French 
energy group, in Iran. 

The distance between the 


two sides, however, was 
wn phasiswi by their assess- 
ment of talks to date. Alan 
Larson, US assistant secre- 
tary of state for economic 
and business affairs, said 
progress had been made, and 
the two sides bad made the 
“best efforts” to reach agree- 
ment required by the under- 
standing they reached in 
April But Commission offi- 
cials said the negotiations 
had been "extremely slow 
and painful". 

Talks today will aim to 
reach agreement on “disci- 
plines" covering property 
which has been illegally 
expropriated, and “princi- 
ples" to be applied to extra- 
territoni.'! law. Disciplines 
under discussion on the first 
point include pr eventing 
governments from giving 
commercial assistance to 
companies which acquire 
expropriated property. 

Disagreement centres on 
the US demand that such 
disciplines should cover 
property expropriated both 
in the past - as with Cuba - 
and in the future. EU negoti- 
ators insist it should apply 
only to future expropriations 
because of the legal diffi- 
culty of determining 
whether past seizures con- 
travened the international 
law of the day. 

On the second point, the 
EU wants the US to grant a 
waiver for European compa- 
nies from any extra-territo- 
rial legislation. 


Israel signs deal 
to supply 
rockets to Poles 


By Christopher Bobinski 

in Warsaw and 

Avi Machffs In Jerusalem 

Israel yesterday signed a 
framework agreement with 
the outgoing Polish govern- 
ment for a proposed arms 
deal which could be worth 
$800m. 

The agreement envisages 
delivery of up to 5,000 Israeli 
ground-to-air rockets 
between 1999 and 2013, with 
the cost offset by Israeli 
orders for work done by Pol- 
ish defence plants. However, 
it leaves details of the deal 
to be negotiated by the facto- 
ries involved and could be 
blocked by Poland’s new 
administration, which will 

make the final derision on 
the rocket deal 

The Solidarity Electoral 
Action (AWS), the senior 
partner in coalition negotia- 
tions, yesterday criticised 
the outgoing government for 
jumping the gun on the 
Israeli deal 

Debate over the weapons 
and avionics for Poland's 
Huzar helicopter has lasted 
for over three years. Rock- 
well. the US arms supplier 
later over by Boeing, 
argued strongly that Poland 
should purchase both its 
Hellfire rockets while a Boe- 


ing-led group is offering the 
avionics for the aircraft. Lat- 
terly the US has come to 
terms with the fact that 
Poland will look to Israel for 
the arms bat western gov- 
ernments would prefer that 
the avionics for the helicop- 
ters be supplied at a cost of 
around $250m by Boeing 
working with partners such 
as Saab of Sweden, Fin- 
meccanica from Italy and W. 
Vinten of the UK. 

Rafael, an Israeli arms 
company, is designated as 
the supplier of rocket tech- 
nology under the agreement. 
Rafael's western rivals have 
told the Poles that their 
entry into Nato, currently 
being negotiated in Brussels, 
would be smoothed if the 
country were to chose the 
Boeing-led group to supply 
both the rockets and the avi- 
onics. This is an outcome 
which the next AWS-led gov- 
ernment is thought to 
favour. 

Elbit, the Israeli defence 
electronics company, yester- 
day notified the Tel Aviv 
Stock Exchange of the 
framework agreement. 
El-Op, a subsidiary of Elbit, 
and Rafael. Israel's state 
owned weapons company, 
are also part of a the consor- 
tium- 




They wouldn ’t have survived their migration 

if they couldn ’t have stopped at their feeding grounds; 


they couldn ’t have stopped if construction 

on a nearby power plant had scared them away; 

the construction wouldn ’t have waited 
if not for the engineers of ABB. 
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Sharp rise in 
road traffic 
forecast by 


government 


By Charios Batchelor, 
Transport Correspondent 

A sharp rise in the number 
of cars on Britain’s roads 
and the prospect of worsen- 
ing congestion are forecast 
in a review of traffic trends 
published yesterday by the 
transport department 

The -volume of road traffic 
could Increase by up to 
84 per cent by 2031 unless 
steps are taken to curb 
growth, according to the 
review, the first for eight 
years. 

The government warned 
that the forecast was less 
than the maximum possible 
growth of 142 per cent over 
35 years predicted in 1989, at 
the -peak of an economic 
boom, but was stiff high 
enough to put considerable 
strain on the road network. 

Increased congestion will 
deter one in eight travellers 
from even attempting to 


take their cars - or the bus 
- across busy city centres 
and will double peak-hour 
journey times on urban 
motorways, the report said. 

It forecast traffic growth of 
between 24 per cent and 51 
per cent by 2016, with a 
likely outcome of 38 per 
cent, and between 36 per 
cent and S4 per cent by 2031. 
with a likely outcome of 60 
per cent 

Gavin Strang, transport 
minister, said the figures 
showed action had to be 
taken immediately to curb 
road traffic growth. “Serious 
consequences will be the 
result in 20 years if we do 
not act now. Doing nothing 
is not an option,” he said. 

The figures show an aver- 
age annual growth of 1.6 per 
cent in road traffic numbers 
to 2016, less than the figure 
forecast in 1989 and only 
about half of the 3.1 per cent 
annual rate of growth expe- 



The Peugeot 806 concept car at the London Motor Show, which opens today. The event, which runs until October 26, will 
include the UK debuts of important new models including the new Volkswagen Golf and the Mercedes-Benz A Class 


rienced over the last 20 
years. 

The reasons for the slow- 
down are the decline In the 
expected annual rate of over- 
all economic growth - the 
increase in gross domestic 
product will fall to 2.25 per 
cent a year (ram 2.5 per cent 
- and the deterrent of 
increasing congestion. 

Paul Watters, AA head of 


transport policy, said: “We 
can live with the car pro- 
vided we plan now for the 
rise in traffic. But we need 
realistic long-term plans to 
eliminate bottlenecks and 
bring roads up to a modern 
standard.” 

The forecasts will be used 
to help the government draw 
up its integrated transport 
policy in the white paper 


promised far next May. The 
□umbers are based on the 
assumption that nothing is 
done to the present roads 
network except for minor 
improvements and on a con- 
tinuation of a 6 per cent 
annual increase in fuel duty. 

Sections of the population 
that currently have low car 
ownership will increasingly 
acquire cars over the next 


few years. Retired people liv- 
ing alone will more than 
double car ownership by 
2031, while single parent 
families will increase car 
ownership by 72 per cent, 
the report showed. 

The government faces the 
task of gauging how much 
car travel can be restrained 
without provoking an elec- 
toral backlash. 
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iast year in South Humber Bank, UK, one of the wonders of technology 

collided with one of the wonders of nature and something wonderful happened. 

Nature survived. 

The largest combined cycle power plant in Europe was under construction. 

Unfortunately, it was on a site adjacent to a feeding ground for migratory birds. 

Fortunately, the company doing the construction was ABB. You see, ABB is one company 
that’s not only committed to the business of electric power generation, it’s also committed 

to the preservation of the environment. 

And it’s a commitment that stretches from ABB’s senior management 
all the way through to its subcontractors on the construction site. 

Which is why during the months between September and March, 
construction on the plant, which might have alarmed the migrating birds and 
prevented them from feeding, was abruptly stopped. 

The power plant, which is representative of modem power plant technology 
(highly efficient with minimal impact on the surrounding environment), was finished 
only after the birds had completed their annual migration through the area. 

A fact that made English environmentalists very happy. 

Not to mention the birds. 
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1,300 jobs go 
in Electrolux 
restructuring 


By Brian Groom 

Electrolux, the world’s 
biggest supplier of house- 
hold appliances, is to cut 
1,300 jobs in the UK and 
transfer production of vac- 
uum cleaners and refrigera- 
tors to other factories 
around the world. 

The Swedish-owned com- 
pany win close its plant in 
Luton, in southern England, 
with the lass of 650 jobs and 
a further 650 will go from its 
plant at Spennymoor, in the 
north-east. 

The plants have been 
under threat since Electro- 
lux announced in June that 

it intended to cut 12,000 of 
its 105,000 jobs worldwide in 
an effort to Improve profit- 
ability. Trade unions and 
politicians were disap- 
pointed by the decision. 

Unions and managers at 
the Luton plant, which 
raaifftB vacuum cleaners, had 
proposed a rescue package 
incl uding new shift patterns 
and greater flexibility. Elec- 
trolux said the proposals had 
been carefully considered 
but were not enough to 
enable it to compete in a dif- 
ficult market. 

Vacuum cleaner produc- 
tion is likely to be trans- 
ferred to other group facto- 
ries in the US, Hungary and 
Sweden during 1998. 

“This win enable the com- 
pany to focus its future 
investment both on more 
efficient manufacturing that 
can be achieved through 
economies of scale and on 


the production of up-market 
products that can attract a 
price premium.” it said. 

Refrigeration products cur- 
rently made at Spennymoor 
will be transferred to other 
factories in Europe by the 
summer of 1999. Electrolux 
said the reduction of overca- 
pacity in its nine European 
refrigerator factories would 
help it to compete. 

Electrolux's restructuring 
programme has been wel- 
comed by financial analysts 
and investors since it was 
unveiled by Michael Tres- 
chow, the new chief execu- 
tive. The two-year pro- 
gramme, involving the 
closure of 25 plants and 50 
warehouses mainly in 
Europe and North America, 
is aimed at achieving 
long-term goals of an operat- 
ing mar gin of between 6.5 
and 7 per cent and a return 
on equity of 15 per cent 

Electrolux will retain 3,500 
employees in the UK - 650 
making cookers at Spenny- 
moor, 800 at a Flymo lawn- 
mower factory, marketing 
office and spare parts opera- 
tion in nearby Newton 
Aycliffe. and others in sales 
and marketing across the 
country. 

The government said that 
ministers had offered to 
meet Luton unions and man- 
agers to discuss their rescue 
plan, and that officials had 
offered to meet senior Elec- 
trolux management at Spen- 
nymoor to discuss assis- 
tance. Neither offer had been 
taken up. 


Sleaze 
row MP 
turns on 
Fayed 

By John Kampfner, 

Chief PoBticaf 
Correspondent 

Neil Hamilton, the former 
MP at the centre of “cash 
for questions” allegations, 
claimed yesterday that 
Mohamed Fayed, owner of 
Harrods, presided over the 
illegal opening of a safe 
deposit box owned by Tiny 
Rowland. 

Mr Rowland was Mr 
Fayed’s rival in a bitter 
takeover battle for Harrods. 

The allegation was the 
most dramatic element of 
Mr Hamilton’s testimony to 
the all-party standards and 
privileges committee as he 
urged MPs to overturn the 
findings of a parliamentary 
ethics watchdog. 

Sr Gordon Downey, par- 
liamentary commissioner 
for standards, concluded in 
July that there was “compel- 
ling evidence” that Mr 
Hamilton took cash from Mr 
Fayed to table questions in 
the House of Commons. 

Mr Hamilton, who lost Ms 
seat in the general election, 
has vigorously protested his 
innocence and asked for a 
televised hearing to put his 
case. 

Mr Hamilton’s appearance 
coincided with the resigna- i 
tion of Piers Merchant MP 
for Beckenham in southern 
England, over allegations of | 
an extra-marital affair. ; 

Mr Hamilton described as 
a “disgrace” Sir Gordon's 
“cavalier” approach to the 
evidence. “I never took cash 
for questions from Hr Fayed 
or from anybody else,” Mr 
Hamilton said. 

He said the investigation 
had relied on claims from 
Mr Fayed and his employ- 
ees, who be branded “Invet- 
erate Hans”. 

Mr Hamilton presented a 
statement he said had been 
made by Bob Loftus, secu- 
rity director at Harrods for 

10 years until 1996. 

According to Mr Hamil- 
ton, Mr Loftus was shown a 
still photograph of a cus- 
tomer visiting his safe 
deposit box at the store in 
December 1995. He showed 
it to Mr Fayed who became, 
in Mr Loftns’s account, “agi- 
tated and excited”. Mr Lof- 
tus was told hie should gain 
access to the box. 

Mr Hamilton said the lock 
was picked and the box 
taken to Mr Fayed’s offices. 
Mr Fayed “was present 
throughout” as two senior 
officials from the store put 
on plastic gloves and 
removed the contents. Docu- 
ments woe photocopied and 
returned. To gasps from the 
committee, Mr Hamilton 
said: "The customer was, of 
course. Tiny Rowland." 

Harrods rejected the 
claims, describing Mr Loftus 
as a “disgruntled former 
employee”. 


Regulator 
and gas 
supplier 
sign truce 

By Robert Coizine 

The long-running battle 
between BG, the privatised 
gas supplier, and its regula- 
tor, Olgas, sputtered to an 
end yesterday when the two 
sides signed up to a compro- 
mise that paves the way for 
lower gas prices. 

The agreement could 
result to cuts of as much as 
a quarter in gas transporta- 
tion charges, which account 
for about 43 per cent of total 
gas bills. The size of the cuts 
would depend on the volume 
of gas shipped through BG’s 
Transco pipeline monopoly. 

Clare Spottiswoode, the 
gas industry watchdog, said 
i that could mean savings as 
high as £34 ($55) on an aver- 
age annual household gas 
biff of £325. 

The final twist in a con- 
frontation which began in 
1995 arose in July when Ms 
Spottiswoode announced she 
intended to make fundamen- 
tal changes to Monopolies 
and Mergers Commission 
recommendations published 
only a month earlier. 

She claimed that low 
Transco estimates of future 
gas volumes could have 
resulted in the company 
reaping windfall revenues of 
£500m over five years. 

“The MMC never intended 
for that to happen.” she said. 

Under the new formula, 
Transco will not receive any 
increase in revenues for vol- 
umes up to 3 per cent above 
the forecasts contained in 
the MMC report. But its rev- 
enues will increase when 
volumes rise above those 
levels. 

Of gas says the arrange- 
ment gives BG an incentive 
to expand the gas market 
while ensuring that it does 
not make any unwarranted 
gain* 

Under the new price for- 
mula, both consumers and 
Transco will benefit from 
any large-scale increase in 
gas volumes through the 
national pipeline system. 
Higher volumes above a cer- 
tain level will boost Trans- 
co’s short-term income, but 
they will also trigger 
medium-term and long-term 
cuts in pipeline charges paid 
by the direct suppliers to 
Britain’s 19m domestic gas 
consumers. 

Ms Spottiswoode was 
hopeful that any cuts would 
be passed to gas consumers. 
But the Gas Consumers 
Council warned gas users 
against raising their expecta- 
tions too high. 

Sue Slipman, the GCC 
director, welcomed the 
agreement but said a num- 
ber of factors could reduce 
the 25 per cent headline fig- 
ure. Only Centrica, the 
demerged gas supply arm of 
the old British Gas, is legally 
required to pass savings on 
to consumers. 
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Cigarette makers warn that campaign against ‘tainted money’ could hit medical research 


T obacco companies attack funding code 


By Simon Buckfay 
and CGve Cookson 

Tobacco companies warned last 
Bight that universities could lose 
several million pounds in research 
funding, following the publication 
of a government-supported code of 

con duct designed to end the 
industry's sponsorship of scientific 
research. 

The Cancer Research Campaign's 
draft code of practice - “to ensure 
that future scientific grants are not 
tai n ted with tobacco money” - rec- 
ommends that other grant-giving 
bodies follow its lead in refuging ta 
support any university faculty that 


receives tobacco industry funding: 

Tessa Jowell. the miwfgter for 
public health, offered her unqualif- 
ied support for the move, saying; 
This initiative Is consistent with 
the government’s commitment to 
ban tobacco advertising and to 
develop a tobacco control 
strategy." 

But the Tobacco Manufacturers' 
Association said: The campaign is 
cutting off its nose to spite its face. 
It's a vindictive act and the losers 
will be the campaign themselves.” 

The industry's total contribution 
to medical research in British uni- 
versities is believed to amount to 
several million pounds a year. A 


survey earlier this year, supported 
by the Wellcome Trust, found that 
269 biomedical research papers 
were published between 1988 and 
1994 with acknowledged f unding 
from the tobacco industry. - 
British American Tobacco con- 
tributes about giVn ($L6m) a year 
to health research in the UK, said 
David Bacon, BATs head of corpo- 
rate communications. At any one 
time it Is supporting a dozen 
research projects. 

“if everyone follows the CRC 
guidelines, this money win be lost 
to medical research, 1 ' he said. 

The idea for a code was sparked 
by the announcement last year 


that BAT was to give Cambridge 
University £L5m to fund a chair of 
international relations. CRC 
invests £3m a year in Cambridge 
and Gordon McVie, the charity's 
director, hopes the move will force 
the university to choose alterna- 
tive sources of funding. 

Last night, Cambridge issued a 
terse atatemeirt welcoming the 
opportunity to “have a clear unde r- 
standing of the CRC’s views in 
relation to the receipt of tobacco 
industry funding”. 

The code was welcomed by Pad- 
raig Flynn,. the European Union’s 
commissioner for social affairs, 
who said he would bring the CRC’s 


initiative “to the attention of the 
relevant authorities in other mem- 
■ her states”. The .British Medical 
Association, the Imperial Cancer 
Research Fund and other cancer 
chari ties also endorsed the code. . 

Nest week the Association of 
Medical Research Charities will 
meet to diannas the issue. And rite 
following week the state-funded 
Medical Research Council will face 
a niatm for unfair dismissal from 
Mary Rice, its former head of com- 
munications, who was dismissed 
after criticising a decision by an 
ywr research unit at Newcastle 
University to accept a grant from 
BAT. 



volcano- stricken.islahd^Mbfltserral'hflkhe^i “frustra- ; 
ting and “problem-ridden", Clare Short, inter national r , 
development Secretary, said yesterday . Ms Short, widely 
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Great Storm 
breathes life 
into woodlands 




T he Great Storm of 
1987 was responsible 
for the worst destruc- 
tion to hit Britain since the 
second world war. But 10 
years later, some conserva- 
tionists have decided that 
the storm was, on balance, 
good for the environment. 

Back then, a third of the 
trees at Kew Gardens, the 
nation's prized botanical 
centre just outside London, 
were ripped out of the 
ground, prompting Chris tin e 
Brandt, a spokeswoman, to 
complain: “It is like our chil- 
dren are gone. Kew Gardens 
will never be the same in 
our lifetime.” 

But 10 years on, Keith 
Kirby, woodlands officer at 
English Nature, the official 
conservation agency, argues 
that the environment reaped 
unexpected benefits from the 
cataclysm. 

"For many the storm was 
obviously a tragedy but from 
the conservation point of 
view, it was quite benefi- 
cial,” be says. 

The 1 OOmph hurricane 
winds killed 13 people and 
caused £2bn ($3£bn) worth 
of damage. But Mr Kirby 
points out that the gales' 
impact on the natural envi- 
ronment was not confined to 


the Kew-style “blow downs 
which people have concen- 
trated on". Their more com- 
mon effect was to inject vari- 
ety into plant and anim al 
life by “punching holes" into 
woodlands across the south 
of England. 

In many cases, new plant 
species have flourished 
thanks to the space and sun- 
light cleared by the storm. 
The- starved wood sedge, 
which bad become almost 
extinct, returned to a site 
near Godalming, south of 
London, in one of the more 
spectacular examples of the 
environmental improve- 
ments wrought by the storm. 

The dead wood left on the 
ground by flattened trees 
also provided an ideal home 
for rare fungi, beetles and 
larvae. 

“Species associated with 
dead wood and decay are 
some of the most threatened 
because we normally man- 
age forests for timber.” 
explains Mr Kirby. “We 
don’t normally leave dead 
wood around so anything 
that depends on it has been 
having a very tough time for 
the last 1,000 years.” 

But some environmental- 
ists view the storm from a 
darker perspective, linked to 


Nabonai Trust 

Emmetts House in the southern England county of Kent saw 95 per cent of its woodland destroyed in the storm of 1987 


The destructive 
winds of 1987 
may have 
benefited the 
environment, 
writes Leyla 
Boolton 

global warming. Friends of 
the Earth, the environmen- 
tal pressure group, claimed 
this week that the storm of 
1987 could be a sign of cli- 


mate change caused ’■ by 
man's increased consump- 
tion of fossil fiiels. . 

Climate scientists gener- 
ally decline to pin specific 
weather events to global 
wanning, which they believe 
to be caused by greenhouse 
gases, including carbon 
dioxide from fossil fuel 
consumption. 

Only last month Sir Rob- 
ert May, the government’s 
chief scientific adviser, men- 
tioned the 1987 storm in a 
list of extreme weather 
events that could be evi- 
dence that the planet’s cli- 
mate is already changing. 


“The indications from 
climate models are that . . . 
by the middle of the next 
century, the incidence of 
gales across the country is 
predicted to increase on 
average by 30 per cent if no 
major global actions are 
taken," he said.. 

Andrew DlugoleckL group 
assistant general manager at 
General Accident, the UK 
insurance company, notes 
that the 1987 storm was 
a “one-off” compared with 
ones in 1990 and 1993. 
But as one of the leaders of 
the insurance - industry's 
attempts to promote vigor- 


ous action to cnmhat climate 
change, Mr Dlugolecki 
believes extreme weather 
events are likely to increase 
in frequency. - 

A government study he 
helped prepare estimates the 
annual average cost of sto rm 
damage could double to 
£500m as a result of global 
warming. 

Mr Kirby is unconvinced 
that the recent severe 
storms are a sign of climate 
change. But even he agrees 
that if they do become more 
frequent. Britain's woods 
and beetles are unlikely to 
be so lucky next time. 


often found herself in conflict with other official bodies 
working to hefo thff Caribbean island. She told the House 
of Commons international development committee that 
her department had to consult th% Foreign Office con- ; . 
stantly. She also had to work with, the government of . 

Montsecrai and the island's UK-appointed governor. . > 
The committee win visit Montserrat later this week. 
Between ZSOO and 3,000 people remain on the island and 
government officials are liaising with Its representatives 
on an evacuation programme. .. i L . ": btamEaRiQan 

m HEALTH SERVICE t y/':.' j-i] 

Nuclekr company to Bo^ 

The government yesterday announcedanimmediate : ■ 

in health funding of £3p0m (548&n),. partly 
boo sted by a large-contribution from BritLshNoclear . - ; 
Fuels. The state-owned nuclearfuel and waste manage . y 
ment company was told yesterday by the Treasury that 
more than ElOGin genmated by improved duh manage- ■- , 
ment was to be. used to help sustain the state health ser- 
vice. The increase in BNFL’s cash flow has toe ef fec t of 
lowering the public sector borrowing ietpnrmnent, allow- 
ing the government to use ElOOm of existing bcerowmg 

for the health service. Gordon Brown, .chancellor erf the 
exchequer, said he had appro vied tfre increase to avert a. ; 
hospitals admissions crisis. He insisted the increase was. 

funded from other savings. The biggest contributor was;-., 
the defence ministry, which the Treasury “fined” El fiTpa. . . 
for overspending last year. • Sanaa Holberion 

■ MILLENNIUM BOMB . .y J 

Taskforce chief seeks private cash 

Robin Guenier, executive director of the government task- 
force on the “rafflennium bomb”, is seeking private 
financ e to keep the organisation alive after public funding 
runs out at the end of this year. Taskforce 2000 was set up 
by the former Conservative government to raise. aware-, 
n ess of the problem, which threatens to cause disruption 
at the turn of the century unless systems are reprqgrqm- ; 
mgri to handle the date change. Last month the govern- 
•ment told Mr Guenier the taskforce was to befaround «j» >. 
and superseded by anew organisation. Action 20CD,~ln. 
which he would notnecessarilyhave a role.. . AlanC(zne\ 

■ inward ■: 


Court disnn^Mtexjies 

The European Court has dismissed an appeal fram^Britida 
and Rrf gia nteurt neri tti hi i if fur . fan-era aimed at blocking a .V. 
£l84m ($298m) investment mNoirtKemlreland l^Huafon; 
the Taiwan-textile coi^any^The-court ruled tiie objec - 
tions to tbie European Commission's decision toapprove.;. 
UK government fundfog for thfrprpjedt wefe ^^oardfestiy : 
unfounded". The textile manufacturer^ >y 

lenged the' Commission ’in 1994 dntoegroundsthat'jobs V 
would be lost in other parts of tiie'UKas a result o£the • 
project !•' John MtarayBrowh. 



them is people 



The other is Information. No organisation today can 
thrive without it But success of course depends on how 
Information is used. And nowadays that means more than 
just processing. Information needs to he managed and 
Integrated throughout your systems. And that's what 
Unisys does best. Computer World magazine believes 
that integration of computer systems is the key to success.. 


They rated the world's largest systems Integrators by 
surveying 15,000 information systems professionals. They 
measured their level of satisfaction with suppliers in the 
key areas of technical expertise, project management, 
training and critically, the issue of final cost against the 
original bid. Only Unisys appeared in the top three on all 
counts. What’s more Unisys came out top of ell major 


companies for ‘integrator's support end service'. 
All of which seems to suggest that Unisys is uniquely 
equipped to help your organisation harness its information 
to deliver superior service to that other group of vary 
important people - your customers. To learn more 
htlpj?wwwjjnisystornorphoneTonyLod«eon-(44 7308212613. 
fax +44 1308 212952 for e free reprint of the survey. 


UNISKS 


When Information is everything 
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Introducing 

a telecommunications service 
for the world, from NTT. 

September 1st, 1997. 

Welcome to a whoJe new world of 
global business telecommunications efficiency. 
Arcstar employs the most advanced technological 
resources to provide a single solution to all your voice, 
data and Internet needs. 

While ensuring seamless, cost-effective service 
anywhere on the planet. 

So get with the network that delivers total support 
wherever you are. The network that allows vou 
to integrate all of your global multimedia communications 
using one essential connection. Arcstar. 


NTT Europe 
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Internet road rage? Not 
quite, but we should be 
more aggressive in our 
efforts to overcome data 
traffic jams, according to 
the experts at Keynote 
Systems, a San Mateo, Calif- 
ornia, internet start-up that 
monitors the performance of 
web sites on behalf of corpo- 
rate customers. If you are 
like me, you take a coffee 
break, make a phone call or 
set about tidying your desk 
when you get stuck waiting 
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INFORMATION TECHNOLOGY 


Eagle Eye • Louise Kehoe 


Using the internet - Nicholas Denton 


Too free and easy Back to 


I am sick and tired of 
receiving e-mails telling me 
how to get rich quick. These 
blatant pitches - most of 
them outrageously claiming 
to be “legitimate business 
opportunities'' rather than 
multi-level marketing 
schemes, have become a 
serious deterrent to busi- 
ness use of the internet. 

So-called spam - the dis- 
tribution of unsolicited 
e-mail to large numbers of 
internet users - has so far 
been treated as a “free 
speech” issue. Much as 
many of us may dislike the 
intrusions of these annoy- 
ing e-mails, US courts have 
ruled that the senders have 
a right to express them- 
selves freely. 

Even the most outrageous 
abusers of e-mail who send 
out tens of thousands of 
messages offering dubious 
business schemes, “adult” 
entertainment and health 
cures can legally invade my 
computer's “in-box". 

Sometimes these con mer- 
chants adopt the names of 
legitimate businesses - 
even that of the FT - in 
their efforts to persuade 
unwitting recipients to 
hand over money. Yet there 
seems to be little hope of 
stopping them. 

Sooner or later, I suspect I 
will have the option to pay 
a premium to my internet 
access provider to block 
unsolicited messages. Some 
might see this as protection 
money, but it is a service 
that I would gladly pay for. 


Senders of intrusive e-mail are abusing the system* but 
are protected by the issue of a right to free expression 


for a web page to download. 
But we are making a big 
mistake, says Gene Shklar. 
Keynote vice-president of 
marketing. "The internet 
actually penalises patient 
users,” he says. It Is like 
standing in line at the 
supermarket checkout, he 
explains. The trick is to find 
the queue that is moving 
fastest 

To save time and avoid 
web frustration, be more 
impatient. Shklar advises. 
Don't wait if you are in a 
slow line. Click the stop but- 
ton on the browser and rese- 
lect the web-site link. The 
chances are that you will be 
routed to tbe web site on a 
different, faster path. 

If you encounter frequent 
problems with a particular 
web site, Keynote provides 
a “response wizard" that 
times your wait and pro- 
vides a handy way of vent- 
ing your feelings by firing 
off a complaint to the web 
site manager (www.key- 
note.com). 

This is the best reason 1 
have heard to date for 
finally retiring all those 
“superhighway” analogies. 
Just think what might hap- 
pen if we took the Keynote 
approach to freeway driv- 
ing. 


Long before hackers threat- 
ened the security of the 


Internet road 
rage? Not 
quite, but we 
should be more 
aggressive in 
our efforts to 
overcome data 
traffic jams, 

I’m told 




internet, virus programs 
were widely reported to be 
plagueing the personal com- 
puter world. Both types of 
risk have at times been 
played up by the ambu- 
lance-chasers of the IT 
industry who were all too 
ready to cash in on fear. 

Having seen virus scares 
and hacker hoaxes come 
and go, I approach this 
issue with scepticism. Yet 
the latest “Word macro” 
viruses that can be spread 
via innocent e-mail attach- 
ments do seem to be a wide- 
spread problem. 

Before the internet, 
viruses were spread primar- 
ily through the promiscuous 
use of floppy disks as pro- 
grams and files were 
swapped between home and 
office personal computers. 
Now, viruses can spread far 
more quickly as computer 
users download infected 
e- mails 

These "Word” viruses are 
associated with file attach- 
ments written using Micro- 
soft Word. The viruses 
infect the templates that 
Word provides. When an 
infected file is opened by 
tbe recipient of an e-mail, 
the virus infects other docu- 
ments stored on his or her 
computer and can be passed 
on. unknowingly, by the 
recipient To make matters 
worse, these “macro” 
viruses can mutate sponta- 
neously - thus evading, 
standard antiviral solutions. 

IBM researchers - not the 
typical am h iilanra - chag At-s - 
say they have a cure. They 
are using the internet to dis- 
tribute virus antidotes fas- 
ter than the “diseases” ran 
be transmitted. 

The immune System for 
Cyberspace automatically 
detects viruses on PCs in a 
corporate network and noti- 
fies the system administra- 
tor at a company. The 
administrator then forwards 
the details to IBM’s labora- 
tories where the virus is 
automatically analysed and 
an antidote sent back. 

IBM has no plans to offer 
its antivirus technology as a 


Europe 1997 


ilium* H 


■an 




a' m 




teJe.com 


Amti tent Capital 


Amerteaii Beetroalc 
Association 


EASDAQ 
EUSA Fusion 


Scholar & Partner 


Siricon Vails* Bank 


service, but the researchers 
who developed it are keen 
to see their efforts put to 
work (www.av.ibni.cora). 


Share your views m the 
Eagle Eye discussion group 
on the FT web site 
( www.FT.com ) or contact 
Louise Kehoe by e-mail on 
Iouise@FT.com \ 
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Bringing data 
closer to the 
user would 
maximise net 
capacity 


If you are in Cambridge, 
Massachusetts, any Hrm» 
soon, be sure to visit NetH- 
ead Red - a “cyber person- 
ality” in the Cybersmith 
cafe in Harvard Square. 

Created by Digital Equip- 
ment researchers. NetHead 
is by all accounts quite a 
character. Installed in a 
“smart kiosk” outside the 
cafe she will give you the 
soft sell on cappucino and 
web communities. She will 
try to engage you in an 
interactive experience: she 
talks and yon respond via a 
touch sensitive screen. 

At first, this may not 
seem ground-breaking tech- 
nology. NetHead is an 
image of a real person, 
rather than a computer sim- i 
olation. Her words are pre- 1 
recorded and from a human 
source, rather than gener- 1 
a ted by a computer. 

Yet NetHead could be a 
breakthrough. She can 
smile, frown and show other 
human emotions through 
pre-programmed facial 
expressions. Digital 
researchers are using NetH- 
ead Red to study how people 
respond to a “human" com- 
puter personality. If people 
like talking to her, she may 
be the first of a new genera- 
tion of automatons. 

More important, she could 
pave the way far a low-cost 
imitation of video tele- 
phony. Users might trans- 
mit a photograph of their 
face over the internet and 
then program it remotely - 
at appropriate moments in 
the conversation - to ramie , 
scowL show dismay or fear 
- by selecting keyboard 
functions. 


I t is as if cinema goers 
had to descend in their 
millions or bfOions on 
Hollywood itself to see 
the latest dinosaur offering 
from Steven Spielberg. This 
unflattering metaphor 
applies, surprisingly, to the 
internet, supposedly that 
most modem of networks. 

The problem is that the 
internet, designed as a 
means of exchanging elec- 
tronic Twail and documents 
between individuals, is 
increasingly used to deliver 
news and entertainment to a 
mas s audience, and the 
design of the network has 
not yet adapted to this new 
role. 

David Peterschmidt. chief 
executive of Inktomi, a 
developer of software 
designed to make the inter- 
net mare efficient, estimates 
that up to 60 per cent of traf- 
fic is redundant. “Our net- 
works are incredibly dumb, 
moving the same data again 
and again,” he says. 

So, how to make them 
smarter? One increasingly 
popular response among 
software companies and ser- 
vice providers is to borrow 
from the structure and com- 
munications channels of the 
very medium the internet is 
challenging - broadcasting. 

A solution is pressing. 
Demand for high-bandwidth 
capacity is outpacing supply: 
already, the waiting time for 
cross-country DS-3 connec- 
tions, a high-speed link 
which would allow, for 
instance, a Seattle-based web 
site to distribute its content 
to New York, has stretched 
from six weeks to nine 
months. 

Moreover, the growing 
complexity of the Internet, 
whidh consists of many net- 
works knitted together, 
means some requests for 
pages are faking as long as 
five seconds and m aking as 
many as 50 hops between a 
user’s computer and a site, 
say the publishers of ESPN 
SportsZone. 

And as graphics, audio 
and video became more com- 
mon on the web, traffic on 
the internet backbone, the 
high-speed connections 
which bind together the net- 
work, is doubling every 100 
days, according to UUNet 
Technologies, one of the 
largest internet service pro- 
viders. 

A further flood of demand 
is coming. Cable companies, 
through ventures such as 
@Home Network, and tele- 
coms companies, through 
the installation of xDSL 
technology, are beginning to 
roll out services offering 
access at speeds at least 25 
times that of the most 
advanced modems available 
on ordinary lines today. 

To be sure, hardware mak- 
ers are responding. A tech- 
nology called wave division 
multiplexing Grom Ciena will 
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The scenario is imaginary; 
the threat, real. The 
concluding pages of a guide 
from the UK's Institution of 
Electrical Engineers relate 
the minutes of a fictitious 
meeting held in January 
2000, to investigate a series 
of computer system failures. 

The participants, with 
names such as Tracy 
Scott-Thunderbird. Andy 
Warble and Louis 
Gerstetner, conclude that 
the common cause of the 
failures is the millennium 
change and resolve to 
establish a system to warn 
future systems developers of 
the dangers of poorly 
thought-through 
programming methods. 

The IEE guide is called 
Embedded Systems and the 
Year 2000 Problem, and is 
one of the first authoritative 
sources of advice on what to 
do about microchips affected 
by the millennium bomb. 

Tracy, Andy and Louis 
add colour to what is 
essentially a practical 
manual both for those 
anxious to learn more about 
the “embedded system” 
problem and those 
setting out to tackle 
it 

Embedded systems are 
computer systems built into 
equipment of alt kinds and 
used to control, monitor or 



squeeze 16 times more data 
on a strand of fibre optic 
cable. And a gigabit sonic 
router from Cisco Systems, 
the networking giant, prom- 
ises higher capacity at the 
points at which traffic is 
directed, for instance. 

However, raw acceleration 
of the backbone is not the 
whole answer. For a start, 
the speed of the fastest net- 
work is constrained by the 
rate at which data can travel 
over the most sluggish net- 
work or metropolitan access 
exchange, a type of traffic 
hub, on its path. 

Second, supply inspires 
demand. “With every genera- 
tion of data technology, we 
think there is unlimited 
bandwidth, ” says Steve Perl- 
man, chief executive of 
WebTV, the Microsoft-owned 
developer of set-top boxes for 
internet access. “There 
never is. We always find 
something to do with it," 

As long as bandwidth has 
some cost, it makes sense to 
economise on its use, by 
minimising the number of 
identical copies of data being 
sent over the same routes. 
The trick, to send a piece of 
information just once to 
many recipients, is much 
like broadcasting. The 
notion has inspired a range 
of new services and technol- 


ogies. 

• Digital distribution. It is 
a stretch to use the term 
broadcasting; but t hese ser- 
vices from companies such 
as GlobalCenter improve the 
performance of an internet 
publisher's web site by auto- 
matically replicating the 
content in regional data cen- 
tres closer to users. 

“Why does a user have to 
traverse the continent to get 
content - why not bring the 
content to the user?" asks 
Douglas Hickey, chief execu- 
tive of GlobalCenter. The 
company, which has six 
regional centres including 
one in London, estimates an 


improvement of 20-30 per 
cent in the response time 
experienced by site visitors. 

• Smart caching. Regional 
internet service providers 
often keep a copy of popular 
web sites such as Netscape's 
on their own servers to 
improve download times, but 
new software from Inktomi 
promises much mare flexible 
use of this technique. 

Among other things, Ink- 
tomi software allows pub- 
lishers to monitor even an a 
cache in another country 
how often their content is 
accessed, so that they max- 
imise their advertising reve- 
nues. One study by the com- 
pany showed that a cached 
copy, compared to the origi- 
nal site, could be accessed 20 
times as quickly. 

• Intelligent networks. 
fiiHome Network, the ven- 
ture which uses the net- 
works of allied cable compa- 
nies to. provide high-speed 
internet access, distributes 
data to the server computers 
which reside at its 55 cable 
head-end locations only a 
few miles from most users. 

“Computers and storage 
are getting much cheaper 
and faster more rapidly than 
telecoms capacity,” says 
Milo Medin, vice-president of 
network for ©Home, explain- 
ing bis decision to distribute 
content dose to users. 

• Multicasting. ©Home, 
MCI and UUNet have all 
recently announced services 
which adapt the internet to 
make it more like a broad- 
casting medium. A network 
router configured for the 
technology, which is known 
as multicasting, takes a sin- 
gle copy of a web page or an 
audio stream, duplicates it 
and then distributes it to 


■ channel, they are using 
existing satellite and terres- 
trial broadcast signals to dis- 
tribute internet content 
simultaneously to many 
users. 

WebTV devices, and PCs 
jiving technology from Wave- 
Phore built into Microsoft’s 
forthcoming Windows 98 
operating system, will be 
able to download internet 
content embedded to televi- 
sion si gnals: “What we have 
dona is to make the disk (tbe 
WebTV device's 1.1GB hard 
drive) the last stage of cach- 
ing," says Mr Perlman. 

Broadcasting has its limi- 
tations. Tbe primary objec- 
tion is that the popularity of 
the internet is rooted in 
interactivity. “The caching 
idea works well if there is 
just text and images, but no 
interaction," says Vinton 
Cerf, an MCI executive 
regarded as one of the origi- 
nators of the internet. “It 
may turn out to be cheaper 
to do a central database and 
use iq} bandwidth than it is 
to try to distribute the data- 
base and keep everyone 
updated." 

At the very least never- 
theless, internet broadcast- 
ing. In all its forms, should 
help the network distribute 
the mass entertainment con- 
tent which is migrating from 
traditional media to the new 
channel And that in turn, 
will free it for the interactive 
applications, such as online 
chat which are unique to it 


■•Vl. 


users. 

• Internet broadcasting. 
Some companies are taking 
internet broadcasting one 
step further: rather than 
adapt the internet to make it 
more like a broadcasting 








Millennium Watch • Alan Cane 


Embedded in doubt 


A manual offers advice on what to do about 
microchips affected by the Year 2000 bomb 


assist the operations of the 
equipment 

The problem, as tbe guide 
shows, is that nobody knows 
how many embedded 
systems there are, where 
they are or whether they are 
affected by date 
information. 

Embedded systems are 
used, however, in 
manufacturing and process 
control vehicles and 
infrastructure, buildings 
and premises, 
communications, office 
systems and retail 
equipment Potentially, the 
embedded system problem is 
greater than that posed by 
elderly business software. 

But why should such 
devices be affected by the 
data change at all? 

According to the IEE: “In 
embedded systems, the 
concern is often with 
intervals rather than with 
specific dates: the need may 
be for an event to occur at 
100-day intervals rather 
than on the fifth day of each 
month. This has the 
implication that Year 2000 
problems may reveal 
themselves both before and 
for some time after 
January 1 2000 and not at 
all on the date Itself.” 

Ian Nussey, a 
vice-president of the IEE, 
says: “Significant numbers 
[of embedded systems] will 


be vulnerable to date 
changes. What is more, they 
may be affected at different 
times. Some may fail on the 
stroke of midnight, some 
may foil when first s w itc h e d 
on in the year 2000 while 
others may foil before that - 
perhaps after an annnal 
service in 1999." 

The guide also points to 
the growing trend to link 
process control with 
business systems so that 
sales figures can be used to 
determine what quantities 
of which products should be 
manufactured: “This raises 

the possibility of knock-on 
effects from one system to 
the other,” it says. 

In common with other 
solutions to the millennium 
bomb, the answer for 
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embedded systems is simple 
and tedious. 

Where the date format e an 
be modified, it must be 
rendered compliant by any 
one of a number of 
techniques - windowing, for 
example, where the value of 
a two-digit date determines 
the century. Years from 
00-50, for example, would be 
21st century; years from 

51-99, 20th. 

Where the date format 
cann ot be modified, the 
system has to be stripped 
out and a compliant part 
substituted. The guide 

points out, however, that 
not all devices wiB be 
affected by the Year 2000 
problem and that if a 
component is Year 2000 
co m pliant there is no 
guarantee that another 
component built to the same 
specification is also 
compliant. 

The factors affecting a 
decision on whether to 
replace a component or not 
include the potential impact 
of failure on safety or 
production, the cost of 

making the change and the 
likelihood of failure. 



- Embedded Systems and" the . 
Year 2000 Problem. IEE 
Technical GtddeUnes 9,1997. 
From PO Box 96, Stevenage, 
Hertfordshire SOI BSD. UK 
£50. 
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The new 3-cylinder 
ECOTEC engine goes 800 km 
between drinks. 





1 . 


Exceptional fuel economy 
(5.8 1/100 km) is one reason why 
the Opel Corsa with its new 
3-cylinder ECOTEC engine won 
top honors among the more 
than 200 cars recently compared 
by the VCD (Transport & Envi- 
ronment Association, Germany). 

The other important reason: 
low emissions. The 3-cylinder 
ECOTEC is one of Europe’s 
cleanest running engines. 

This gratifying news reflects our 
engineers' ongoing efforts to 
combine maximum performance 
with minimum environmental 
impact - in every Opel. 

Resulting in cars that drink as 
sparingly as cameis, but 
are much more fun to drive. 
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THE GLOBAL COMPANY 



Search' for the right manufacturing prsn 


Lowest cost 


K* • . y .‘.,sr-vyK . . - 


isn’t always 


the answer 


Lower tariffs and new markets opening to foreign 
investment have complicated the decision about how 
manufacturing should be organised, says Nikki Tait 
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W alk down the 
aisles of any 
western toy 
superstore, 
and most of the basic prod- 
ucts will say "Made in 
China" or, perhaps, Malaysia 
or Indonesia. Until, that is, 
yon reach the Lego section. 
Suddenly, the boxes are 
more likely to identify Den- 
mark, Switzerland or the US 
as suppliers. 

It might seem logical that 
a global company, selling 
into a multitude of country 
markets and measuring its 
market share in global 
terms, should place produc- 
tion facilities wherever costs 
are lowest. 

But life is not that simple; 
even in the toy sector price 
competition among retailers 
is ferocious, pressure on sup- 
pliers intense, and manufac- 
turing fairly unsophisti- 
cated. Lego, the 
privately-owned Danish com- 
pany, has for years concen- 
trated its manufacturing in 
Europe and the US. arguing 
that this best satisfies design 
and quality requirements. 

And Lego is not alone in 
seeking something other 


than the lowest-cost solu- 
tion: in a different sector 
there is the recent example 
of Motorola’s decision to set 
up cellular phone production 
facilities in Germany. 
According to the latest 
United Nations Conference 
on Trade and Development 
data, developed countries 
took almost two-thirds of for- 
eign direct investment 
inflows in 1995. while devel- 
oping countries accounted 
for less than one-third. 

As Professor Gary Eppen, 
at the University of Chica- 
go’s Graduate Business 
School, puts it: "The notion 
of cost, in the naive, ‘low- 
cost’ sense, is only a small 
part of the production, pic- 
ture." 

So how does a global com- 
pany structure go about 
organising its manufactur- 
ing network ? 

The decision has become 
more complicated over the 
past two decades. On the one 
hand, trade barriers across 
much of the world have 
declined sharply. It is esti- 
mated, for example, that the 
average tariff by 1990 stood 
at about 7 per cent, less than 


one-fifth of the level four 
decades earlier. Simulta- 
neously, a range of new mar- 
kets - notably in Asia and 
eastern Europe - has opened 
to foreign investment 

This hag made global pro- 
duction much more possible. 
But it has also reduced the 
need for many overseas 
plants. Markets that previ- 
ously demanded local pro- 
duction facilities - because 
tariff levels made frTi pnrHnp 
prohibitive - can now be 
supplied from non-domestic 
sources. "The decision-mak- 
ing process becomes more 
complex, but also more lib- 
erating," says Paul Landl- 
cina, vice-president at con- 
sultants AT. Kearney’s New 
York office. 

A good example of these 
dynamics can be found in 
the Australian automotive 
sector. Over the past decade, 
the tariff cm imp o r te d cars 
has fallen from 57.5 per cent, 
to 22J5 per cent, while the 
number of imported cars has 
risen from less than 15 per 
cent of the total market to 
about half. One large car- 
maker, Nissan, has aban- 
doned Australian manufac- 


turing as a result, and other 
carmakers, such as Toyota, 
have threatened to follow 
suit unless the pace of tariff 
reduction slows down. 

Plainly, in this newly-liber- 
alised environment, basic 
manufacturing costs do 
become more significant. In 
the electronics sector, for 
example, production facili- 
ties have been shifted, first 
from Hong Kong and Singa- 
pore to Taiwan and Korea, 
and now on to Malaysia, 
Indonesia and China. 

But there are limits to a 
purely cost-driven approach. 


points out: “Rarely have 
acquisitions got made on the 
hacig r»f optimising manufac- 
turing or the supply chain.” 

Procter & Gamble, the Cin- 
cinnati-based consumer 
products group, is a case in 
point. In the decade from 
1982, 11 acquired 79 manufac- 
turing plants, of which it 
closed just 24, leaving the 
company with 147 factories 
worldwide. In 1993 P&G 
decided it could afford to 
dose 30 facilities. While the 
company stresses that the 
restructuring was partly 
. rfaaigneri to focUS plants OQ 


Markets that previously 
demanded local production 
facilities can now be supplied 
from non-domestic sources 


Many companies have built 
their current production 
structure through acquisi- 
tions, and so approach the 
issue with anything but a 
clean sheet As Graham Per- 
rott, London-based partner 
at Price Waterhouse’s man- 
agement consulting arm. 


regional brand requirements 
and get better value from 
manufacturing operations, it 
also acknowledges that the 
acquisition legacy was a big 
factor in the realignment 
Another problem is that 
costings themselves can be 
subject to rapid change. 


making today’s Indonesia, 
for example, tomorrow’s 
Hong Kong. Mr Perrott says 
this adds a further dimen- 
sion to any global c om p any’ s 

investment decision -making. 
“The reality is that manufac- 
turing businesses also need 
to think- how quickly can I 
pull the plug ?* he 
suggests. 

Mr P e rrott says some com- 
parties have addressed this 
issue satisfactorily through 
the “part configuration” 
model. This involves select- 
ing a number of regional 
manufacturing bases which 
are viewed as longer-term 
inves tmen ts, and augment- 
ing them with lower-skilled 
assembly plants, which can 
more easily be moved 
between markets. 

The availability of suitable 
human capital also needs to 
be examined when invest- 
ment decisions are being 
made. There may be close 
links between manufactur- 
ing and product innovation 
and if too much focus is pot 
on low-cost assembly 
operations the latter tends to 
be undermined. 

Some companies try to 


deal with problem by 
d te*y>gniRhing between dif- 
ferent types of production 
facilities. Fur example Whirl- 
pool, the US appliance com- 
pany, owns two plants which 
ryiaka its microwave ovens. 
One is in Sweden, and. the 
other in China. The former 
was acquired when Whirl- 
pool took control of Philips’ 
European domestic appli- 
ance businesses In 1991, and 
is likely to continue to drive 
product development. The 
Chine se facility, which was 
added later, will manufac- 
ture competitively for Asian 
customers, and export into 
more developed markets. 

Perhaps the hottest topic 
is whether a global company 
needs to be a producer at alL 
There are indications that 
outsourcing -is growing in 
popularity. Sara Lee, the US 
food and consumer products 
company, recently decided to 
go down this path. 

Advocates, such as Bob 
Ratliff at Agco (below), 
argue that outsourcing gives 
a company mare flexibility, 
and fits well with a global 
strategy. A business may be 
better placed to supply dif- 


ferentiated products into dif- 
fers# regional markets, and 
it probably adjust more 
sw ift ly to changing cost con- 
siderations since it is less 
constrained by physical 
plant. These operational 
advantages come in addition 
to Use financial benefits of 
outsourcing, such as lower 
capital employed. 

Sceptics say that such a 
struc tur e whittles away at a 
company’s research and 
product development capa- 
bilities, and could adversely 
affect its Long-term ability to 
push new, differentiated 
goods into the market. “The 
question is, do you have to 
own a product to understand 
It?" says Professor Eppen. 
“There are companies which 
demonstrate that the answer 
is no, but it’s still a genuine 
risk." 

That is not the only possi- 
ble pitfall. Perhaps no com- 
pany' exemplifies the out- 1 
sourcing trend better than 
Nike, the sports shoe group. 
On paper, its strategy of sub- 
contracting the production 
of its shoes to local factories 
looks eminently sensible. 
But these arrangements 
have turned into a public 
relations nightmare in 
recent years, as campaigners 
have complained of “sweat- 
shop'’ Conditions in many of 
the Aslan plants. 

Last month, Nike was 
forced to sever contracts 
with four factories in Indon- 
esia, saying that they had 
refused to comply with com- 
pany standards for wage lev- . 
els and working conditions. 
Lack of ownership, it seems, 
does not bring freedom from 
responsibility. 


In Friday's FT 
Managing global 
brands 


Peter Br3beck of Nestle 


Intel and Yahoo! 


ease study Ford and Honda 


Drive to 


customise 


structures 


Haig Simonian on 
two car giants’ 
different routes to 
the global market 


Rising costs and the 
worldwide spread of shared 
tastes in car styling have 
prompted the industry's 
giants to exploit global econ- 
omies of scale. But rivals 
such as Ford and Honda 
have approached the task 
very differently. 

Ford is one of the world's 
earliest multinationals. Its 
first foreign production unit 
was set up in Canada in 1904 
- just a year after the cre- 
ation of the US parent 

For years Ford operated 
on a regional basis. Individ- 
ual countries or areas had a 
large degree of autonomy 
from the US headquarters. 
That meant products dif- 
fered sharply, depending on 
local executives’ views of 
regional requirements, in 
Europe the company built 


different cars in the UK and 
Germany until the late 
1960s. 

Honda, by contrast, is a 
much younger company 
which grew rapidly from 
making motorcycles in the 
1950s. In contrast to Ford, 
Honda was run very firmly 
out of Japan. Until well into 
the 1980s, its vehicles were 
designed, engineered and 
built domestically for sale 
around the world. 

Significantly, however, 
Honda tended to be more 
flexible than Ford in devel- 
oping new products. Rather 
than having a structure 
based on independent func- 
tional departments. >snch as 
bodywork or engines, all 
Japan’s carmakers prefered 
multi-disciplinary teams. 
That allowed development 
work to take place simulta- 
neously, rather than being 
passed between departments 
It also allowed much greater 
responsiveness to change. 

In the 1990s both compa- 


nies started to amavi their 
organisational structures to 
exploit the perceived 
strengths of the other. 

At Ford, Alex Trotman, 
the newly appointed chair- 
man, tore up the company’s 
rulebook in 1993, to create a 
new organisation. The Ford 
2000 restructuring pro- 
gramme threw out the old 
functional departments an d 
replaced them with multi- 
disciplinary product teams. 

The teams were based an 
five (now three) vehicle cen- 
tres, responsible for different 
types of vehicles. Small and 
medium-sized cars, far exam- 
ple, are handled by a Euro- 
pean team split between the 
UK and Germany. The devel- 
opment teams comprise staff 
from many backgrounds. 
Each takes charge of one 
area of the process, whether 
technical, financial or mar- 
keting-based. 

Honda, by contrast, has 
decentralised in recent 
years. While its cars have 
much the same names 
around the world, they are 
becoming less, rather than 
more, standardised. “Glocal- 
isatdon” - a global strategy 
with local management - is 
the watchword. Eventually 
the group expects its struc- 
ture will comprise four 
regions - Japan, the US, 
Europe and Asia-Pacific - 
which will become increas- 
ingly self-sufficient The lat- 


est generation Accord family 
car, about to be launched in 
Japan, and in the US and 
Europe next year, will differ 
in an three regions. 

Two reasons explain. Hon- 
da’s new approach. Shifting 
to production overseas in the 
past decade has made the 
company more attuned to 
regional tastes. About im of 
Honda’s 2.1m worldwide 
sales last year were pro- 
duced in the US. A further 
104,000 were made in the UK 
“No other manufacturer has 
such a high proportion of 
foreign output,” says Kan 
Keir, general manager of the 
UK car division. 

Honda engineers also 
reckon they can now devise 
basic engineering structures 
which are common eno ugh 
to allow significant econo- 
mies of scale, but suffi- 
ciently flexible to be altered 
to suit regional variations. 
The US Accord, for example, 
will be longer and wider 
than the Japanese version 
The European one may have 
thg same itiwunsinns as file 
Japanese model, bat will 
have different styling and 
suspension settings. 

Both Ford and Honda 
argue their new structures 
represent a correct response 
to the demands of the global 
market Much of what they 
have done is similar, but 
intriguingly, a lot re mains 
different 


Own words Bob Ratliff, chief executive, Agco 


Why mature industries should 
adopt a horizontal strategy 


Bab Ratifff is chairman and 
chief executive of Agco, foe 
farm equipment 
manufacturer which sells 
under brand names such as 
Massey Fer&json, Hesston 
and Gleaner to about 140 
countries. About half its 
sales are outside the US. 


S Vertical integration 
is traditional with 
■Bfa new industries. 
■Bp Companies Bke 
international 
Harvester that used to 
dominate the farm 
equipment and truck 
industry were very vertically 
integrated. They owned coal 
mines, ore mines, and 
railroads and boats to ship 
the ore to their steel mils. 
They made the nuggets and 
the castings, and used 
those components to 
assemble their product 
For an industry that is in a 
tong-term growth phase, 
this is an excellent strategy. 
But once the industry 
matures, and growth begins 
to flatten out - or even if 
the growth pattern changes 
as a result of technology - 
you get a downward trend 
and vertical integration is 
not where you want to be. 


You don’t have the 
advantage of volume, but 
you have all the expense at 
each level of that 
integration, which you have 
to downsize to mature 
industry levels. 

We created our busi ne ss 
at a time after the 
agricultural industry had 
flattened out - had gone 
down some 30 to 40 per 
cent around the world in 
numbers of units produced 
- so we adopted this very 
horizontal strategy. The aim 
was to outsoisce about SO 
per cent of the cost of our 
goods. On average, we’re 
about 55 percent 
outsourced at present 

We have factories in 
Missouri, Kansas, and Ohio 
in the US. There ae 
different products produced 
in each, so they really do 
not overlap, and they’re 
assembly plants. Overseas, 
there are plants in the UK, 
France, and Germany. In 
South America we have 
facilities in Brazil and 
Argentina. Again, these are 
primarily assembly facilities. 

We don't have factories in 
Asia, but we do have 
licensee agreements with 
third parties and, in some 



cases, Investments. And we 
do some sourcing from 
mose errunes- 
ifs a Ettie simplistic to 
say that the production cost 
in Poland, for example, is 
less than it would be in the 
US. That product is 
lower-spec, htgfwefiabiflty, 
and it is unique for the 
Polish market, where it’s 
more in demand. But It 
does have applications to 
the North America market, 
especially for the “weekend 
farmer 0 - is, on less-used 
and smaller farms. 


The other point is that we 
are participating in a global 
business, and we think that 
this approach allows is to 
provide a more competitive 
product to different markets 
within it It isn't the same . 
product around the world. 
We can put together a 
product for a given market 
that is far more 
competitive than we, 
could if we were a 
fatly-integrated 
business building 
one product 
Interview by Nikki Tait 
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ARTS 



exhibition lives up to its name 


Susan Moore finds the display of treasures from London’s V&A museum on tour in North America is 


well worth a visit 


T ravelling exhibitions of 
museum treasures are a 
Familiar enough 
phenomenon. Most work 
on the "Your 100 Best Tunes" 
principle, bringing together a 
hotchpotch of masterpieces for 
no particular purpose other 
pleasing an audience. 

Some are straightforward 
commercial exercises - stop-gaps 
to fill a hole is an p y hi Mtinryg * 
schedule or bids to balance the 
books by the overflowing but 
underfunded great museums of 
eastern and, increasingly, 
western Europe. Even where 
there is no direct financial gain 
to the lending institution, some 
land or begging bowl is 
invariably rattling discreetly 
behind the scenes. 

The last thing one would 
expect from this lrfnd of initiative 
is a thoughtful, stimulating 
show, but that, precisely, is what 
the Baltimore Museum of Art, 
working in association with the 


V&A, has endeavoured to 
produce in A Grand Design ■ The 
Art of the Victoria and Albert 
Museum. The exhibition, first 
mooted a decade ago, opened last 
week in Baltimore and travels an 
to Boston, Toronto, Houston and 
San Francisco before returning to 
London and the V&A in late 1999. 

Of course A Grand Design is, 
an one level, an exhibition of 
“treasures'*. As Dr Alan Borg. 
V&A director, put it: “The show 
could only succeed if there were 
gorgeous objects.** 

In this, the largest of all the 
world's applied or decorative arts 
museums, and a model for so 
many others, a "treasure” is. 
however, not always what one 
might expect It to be. 

The tentacles of its collecting 
and scholarship seem to have 
reached out in every direction. 
The 250 or so objects on show 
represent a collection of more 
than 4m items embracing several 
cultures and just about every 


medium ever employed, or 
considered, by artists, designers 
or craftsmen. Here, a Leonardo 
scientific notebook. Dickens’s 
original manuscript for Bleak 
House and Boucher’s portrait of 
Madame de Pompadour find a 
place alongside silver and Sevres. 

Part of the aim of the show was 
not only to bring tbe V&A to a 
wider public, but to clarify what 
Dr Borg describes as "the wide 
but fuzzy recognition of our 
name in North America”. 
Apparently many visitors arrive 
thinking the museum houses the 
personal collection of Queen 
Victoria and her consort The 
front cover of the show's 
sumptuous but hefty 
catalogue-cum-book (V&A 
Publications £40, Abrams 980) 
attempts to sum it up in a glance. 
On a William Kent console table 
and in front of a Nepalese 
gilt-copper and bejewelled figure 
of Padmapani, tbe lotus bearer, 
rests a medieval Limoges 


reliquary casket and a bright 
blue pair of Vivienne Westwood 
“mock-croc" platform shoes. 

More importantly, A Grand 
Design also offers an intriguing - 
and highly relevant - critical 
analysis of one of the world's 
greatest, most influential and 
most complex museums. 
Crucially, it is approprlately 
celebratory but not self-servingly 
uncritical. It deals not only with 
the museum's origins and the 
formation and evolution of its 
various collections (and with the 
collections it chose not to form) 
but with how these collections 
have been constantly 
reconfigured, reinterpreted and 
presented over the past ISO years. 

The exhibits act as mini 
case-studies. The reasons for and 
the circumstances behind their 
acquisition are documented, and 
their rising and falling stars are 
plotted in tbe firmament of the 
European decorative arts canon 
- a canon which, incidentally. 


the museum played a large part 
in constructing. 

This approach inevitably 
exposes the misjudgments of the 
past, like the “Michelangelo 
Cupid" acquired for £1,000 
($1,620) in 1861. It remained one 
of the most celebrated attractions 
of tbe museum for a century - 
until John Pope-Hennessy 
decreed It antique, with 16th 
century additions, and its subject 
Narcissus. But then, he also 
elevated a small ivory', bought for 
£48 in 1867 as “French (?), 14th 
century", when he recognised it 
as a masterpiece by Giovanni 
Pisano. 

T he Minton & Co 

“Prometheus Vase”, 
acquired from the 1867 
Paris Exposition 
Universelle, fell from grace in 
1936 but was reinstated to public 
view in the new ornament gallery 
in 1990. It is an exuberantly 
painted piece, complete with 


modelled figures of captive 

warriors and Titan having his 
liver nibbled by an eagle. It was 
one of numerous works of art 
acquired by tbe fledgling, 
government-funded museum as 
ou tstanding examples of 1 
contemporary design and 
manufacture. 

Not many viewers would call it 
a “masterpiece” but its presence, 
along with other 19th-century 
pieces, serves to remind us that 
the museum was founded to 
educate Britain’s workforce in 
“the common principles of taste". 
It was to improve standards of 
art and design and rival the 
manufactures of France. 

That educational brief was 
soon extended by its founding 
director. Henry Cole, to embrace 
a broader educational role. The 
V&A was, for instance, the first 
museum to use gaslight to enable 
working people to visit in 
the evenings. It was also the 
first to provide refreshments. 


From its first years, examples 
of “improving" fine and applied 
arts of earlier periods were also 
acquired, and gradually the 
character of the institution 
changed from adult schoolroom 
to an encyclopaedic treasure 
bouse of historical masterpieces. 

The early years of this century 
saw the rise of the notion of 
Englishness and national 
heritage, and the desire to 
assemble collections of British 
art: the past decade or so has 
seen the museum consciously 
return to its primary mission of 
promoting contemporary art and 
design and providing education 
for all the community. 

The role of a public museum in 
society is as much in a state of 
flux as the perception of its 
contents and the ways in which 
those contents are used to 
interpret the past 


The exhibition is sponsored by 
Visa USA and Lockheed Martin. 


Theatre 

Duke ’n’ 
Duchess 
satire 

T he chap behind me at the 
opening of Snoo Wilson’s 
two-hander HRH (rewritten 
from its first production at 
Clwyd and Glasgow in 1994) 
explained to his companions before 
curtain-up: “Conn Redgrave’s now 
made something of a habit of appear- 
ing as unpleasant establishment fig- 
ures, and portraying them as worse 
than they are.” And indeed, after his 
recent roles as Sr Roger Casement 
and George Washington, here is Red- 
grave as David, Duke of .Windsor, 
Governor of the Bahamas (for it is 
the summer of 1943) and - according 
to the play - dreadfully wearing in 
his besotted infantilis m. Indeed, if 
Wilson's imagination is even partly 
to be believed, we may never realise 
how close the country came to being 
ruled by Nigel Bruce. 

The comparison is not an idle one. 
As Bruce is most remembered for his 
bumbling film portrayals of Dr. Wat- 
son. so the farmer Edward VUI, a 
soi-disant devotee of whodunits, 
decides to turn sleuth over the mur- 
der of wealthy vulgarian Sir Harry -. 
Oakes. In this case, however, bis 
partner in detection is not so much 
Holmes as Moriarty. Wallis plays ' 
upon her husband with considerably 
more skill than he does upon his 
beloved ukulele, manoeuvring him 
into arresting a disreputable playboy 
hairdresser for tbe murder instead of 
the man whom they both realise is 
tbe prime susjaect, but who happens 
to have the goods on David’s idiotic 
deposit of £2m in a Nazi bank in 
Mexico. . ' ■ 

Amanda Donohoe’s Wallis is won- 
derfully brittle, by turns fire and ice 
in her contempt of' her husband, - 
which is veiled so thinly that only 
one as dim as he could fail to notice 
it. She constantly berates him for 
having given up tbe throne, for foil- 
ing to secure her those three magical 
initials before her name and for nur- 
turing dreams of being reinstalled as 
king by Hitler. Redgrave's David is 
such a wet and a weed that Wallis’s 
only conceivable motive in marrying 
him can be naked ambition: indeed, 
both his performance and Wilson’s 
script go far beyond satire into the 
realm of unfunny cartooning. 

The play fatally lacks interest We 
know now that the Windsors were 
far from the fairy-tale couple of 



Amanda Donohoe: a wonderfully brittle Wafiis m Snoo Wilson’s ‘HRH* **»»■***■ 


mythology, and merely writing them 
larger does nothing to transform 
their fundamental banality. Simon 
Callow’s direction cannot overcome 
the fact that nothing whatever hap- 
pens for the first hour of the play, 
until Oakes is murdered offstage - 
the two actors peddle an endless 
series of "Do you remember . . .?” 


anecdotes - and precious little 
occurs thereafter. Donohoe is given 
a fine monologue or hallucinatory 
sexual fantasy at one point, and else- 
where, as she bemoans the tribula- 
tions of “good works" by a not-quite 
royal woman, Wilson comes deli- 
ciously close to saying the currently 
unsayable- There may yet be a fine 


play to be written about Edward and 
Wallis, but HRH, in common with 
tbe woeful musical Always, is far 
from being it. 

Ian Shuttleworth 


Playhouse Theatre, London WC2 
(0171 839 4401). 


Ballet/Clement Crisp 

Shades of Nureyev 


T he ballet season at 
tbe Paris Opera 
opened on Saturday 
with Swan Lake. 
Since Swan Lake is now as 
inescapable and wide-rang- 
ing a menace as El X mo or 
the latest mutation of a 'flu 
virus, be it gratefully noted 
that at the P alais Gamier, 
with the Opera’s dancers, it 
is also a splendid thing. 

Not absolutely splendid, 
because Nureyev's version 
takes place beside Lake 
Freud, a location having 
somewhat murky waters, 
but the generality of the 
staging has an emotional 
drive which responds well to 
the brilliance of the Opera 
troupe’s dancing. And Tchai- 
kovsky is equally well 
served by the Orchestre 
Lyrjque de Paris under 
David Coleman. 

Nureyev made this produc- 
tion for the Opera in 1984. 
and it is a loving, challeng- 
ing portrait of the ensemble. 
The swan maidens are excel- 
lent in discipline, eloquent 
in style, with Nureyev’s pat- 
temings especially poetic in 
the last act where this white 
legion seems an answering 
chorus to Odette’s tragic 
song. The stage picture is 


uncluttered in Frigerio's 
bold design, and tbe national 
dances in Act 3 swirl and 
roar through the court. 

The first act dazzles. The 
waltz features 16 couples 
who offer bravura and an 
almost tangible joy in their 
dancing. Tbe danse des cou- 
pes which ends tbe act is 
given by four quartets of 
men, who soar and beat and 
are aristocrats all. Among 
them you may notice some 
of the Opera's brightest male 
hopes, not least the impecca- 
ble Emmanuel Thibault 
whose every step seems 
bright-cuL And at the heart 
of the evening. Elisabeth 
Platel and Charles Jude, 
both now the Op$ra ballet’s 
senior etoiles. 

P latel's dancing reas- 
serts, in a world 
where forceful virtu- 
osity and up-with- 
the-leg exaggeration can 
pass for academic style, the 
tuneless beauties and gran- 
deur of classic dancing. Her 
Odette is the embodiment of 
Tchaikovsky’s tender melan- 
choly. Her Odile. so false in 
her smiles and so devilishly 
true in her steps, holds Sieg- 
fried in thrall. Everywhere, 


tbe serene purity of her fine, 
her dignity of utterance, 
recall the compliment paid 
many years ago by Arnold 
Haskell to that noblest of 
Imperial Russian ballerinas, 
Vera Trefilova: “She is the 
Ingres of the dance”. 

Charles Jude demonstrates 
an uncanny sympathy with 
Nureyev's writing for a dan- 
seur. In physique, as in emo- 
tional approach to the chore- 
ography. he fills out the role 
very much as did Nureyev. 
Half-close your eyes, and 
you think to see Nureyev 
again: not as impersonation, 
but as exemplar and inspira- 
tion. It is extraordinary and, 
in the context of this stag- 
ing. most touching. Jude 
gives us the role as Nureyev 
intended, and it is very fine. 
From both Plate] and Jude, 
ultimately, we see the essen- 
tial grandeur of the danse 
d icole: they understand, 
they illuminate its formal 
grace. 


The Paris Op£ra ballet pres- 
ents Le Lac des Cygnes for 
16 performances until 
November 2 at the Palais 
Gamier. Casting varies: six 
couples share the leading 
roles. 


Concerts/Richard Fairman 

Back to the future 


A pair of concerts 
over the weekend 
presented us with 
two pictures of the 
London Symphony Orches- 
tra - in a sense future and 
past. Thursday’s concert, 
conducted by young Mark 
Wigglesworth from the BBC 
National Orchestra of Wales, 
may be a pointer of things 
to come, one stop on his 
trial circuit round many of 
tbe world's leading orches- 
tras. 

Wigglesworth has recently 
embarked on a complete 
cycle of Shostakovich sym- 
phonies on record, no small 
undertaking. His perfor- 
mance of Shostakovich's 
Seventh Symphony undeni- 
ably aimed high. Fiona 
Shaw’s reading of tbe numb- 


ing Requiem by the Russian 
poet Anna Akhmatova 
before the symphony began 
should have prepared the 
audience for the emotional 
onslaught 

Wigglesworth plays the 
symphony for all it is worth, 
aiming the battle-like ostina- 
tos with explosive precision, 
but also giving himself the 
time to indulge any amount 
of generous feeling. The 
extremes just about held 
together, often a problem 
under Rostropovich. As an 
interpretation, it had whole- 
hearted conviction on its 
side, not least when the cli- 
maxes Jet rip. Some of the 
brass playing was so loud 
that it tested the pain 
threshold, though perhaps 
Wigglesworth would argue 


that is what the symphony is 
about. 

Sunday’s concert recalled 
LSO history. Andrfr Previn, 
principal conductor for ll 
years and now conductor 
laureate, used to be accused 
of flashiness, but no more. 
His accompaniment to 
Brahms’s Violin Concerto 
was undemonstrative to a 
fault, a striking contrast to 
the intense playing of Kyung 
Wha Chung, his soloist In 
Rakhmaninov’s Third Sym- 
phony, home territory for 
Previn, there was some lazy 
ensemble at lacklustre 
speeds, but the glorious mel- 
odies sang with tbe natural- 
ness one would expect from 
the sometime Hollywood 
maestro. And this time the 
brass blended just right 
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■ AMSTERDAM 

DANCE 

Het Muzfefctheater ■■ 

Tel: 31-20-551 8911 

• Dutch National Ballet . 
programme of three works - 
Concerto. Barocco, Violin 
Concerto and ApoHon Musag&te; 
Oct 18 

• Lander-Graham-Marin: 

National Ballet programme of 
four 20tfv-centuiy works - 
Etudes, Lamentation, Embattled 
Garden and Groosland; Oct 15. 


■ BERLIN 

CONCERTS 

Konzerthaus Tel: 49-30-203090 

• .Berlin Symphony Orchestra: 
conducted by Andreas Delfe in 

works by Britten. Handehatjd 
Shostakovich; , ■ 

• Philharmonic 
conducted by Just®raiarte in 
works try Brahms; 5. 7 

1 ' - ** * 

m BRUSSELS ' 

OPERA • ■ ■ • - 


La Monnaie Tel: 32-2-229 121-1 
Otello: by Verdi. New production 
conducted by Antonio Pappano 
In a staging by Willy Decker. 
Cast includes Susan Chilcott as 
Desdemona; Oct 
15, 18 


■ CHICAGO 

EXHIBITIONS 
Art Institute Of Chicago 
Tel: T -31 2-443 3600 
The Modem Midwestern 
Landscape: Gertrude Kuh and 
Franz Lipp. Examines the 
contrasting careers of these two 
Chicago- based landscape 
architects from the 1930s to the 
1970s. includes around 70 
drawings and photographs; Kisho 
Kurakawa Gallery, to Nov 30 

OPERA 

Lyric Opera of Chicago 
Tel: 1-312-332 2244 
• Nabucco: by Verdi. New 
production staged by Elijah 
Moshinsky and conducted by 
Bruno Bartoletti. Cast includes 
Marfa Gufeghina and Samuel 
Ramey; Oct 16 
• . Peter Grimes: by Britten. 
Conducted by Mark Elder, 
making his Lyric Opera debut, in 
a staging by John Copley. Ben 
Heppnef sings the title role; 

Oct 17 


■ LONDON 

CONCERTS 
Barbican Centre 
Tel: 44-171-638 8891 
London Symphony Orchestra 
Brass; conducted by Eric Cress 
in works by Bernstein, Brahms 


and Bach; Oct 16 
DANCE 

Labatfs Apollo, Hammersmith 
Tel: 44-171-416 6082 
The Royal Ballet The Sleeping 
Beauty. Production by Anthony 
Dowell, with designs by Maria 
Bjomson; Oct 15, 16, 17, 

THEATRE 
Barbican Theatre 
Tel: 44-171-638 8891 
The Ninagawa Company: in 
Shintoku-Maru, by Shuji 

Terayama, adapted by Rio 
Kishlda; Oct 15, 16, 17. 18 


■ LOS ANGELES 

.CONCERTS 

Dorothy Chandler Pavilion 
Tel: 1-213-365 3500 
Los Angeles Philharmonic: 
conducted by Esa-Pekka 
Salonen in Mahler’s Symphony 
No. 3; Oct 16. 17, 18 


■ MELBOURNE 

DANCE 

Melbourne Festival 
Tel: 61-1800-338998 
New York City Ballet: Programme 
One indudes Interplay by Jerome 
Robbins, The Four 
Temperaments by Balanchine 
and Fearful Symmetries by Peter 
Martins. The company was last 
seen in Melbourne in 1958; at the 
State Theatre; Oct 16, 17. 18 


■ MUNICH 

DANCE 

Bayerische Stsatsoper 
Tel: 49-89-2185 1920 


Bayerische Staatsballett Romeo 
and Juliet John Cranko’s 
choreography is set to 
Prokofiev’s score. With sets and 
costumes by JGrgen Rose; 

Oct 18 

OPERA 

Bayerische Staatsoper 
Tel: 49-89-2185 1920 

• Die ZauberfkSte: by Mozart 
Conducted by Hans Drewanz in 
a staging by August Everding, 
with designs by JOrgen Rose: 
Oct 17 

• The Love for Three Oranges: 
by Prokofiev. Conducted by 
Rebate Abbado, in a staging by 
Juri Ljubimow, with designs by 
David Borowsky: Oct 16 


■ NEW YORK 
CONCERTS 
Lincoln Center 
Tel: 1-212-721 6500 
New York Philharmonic: 
conducted by Neeme JSrvi m 
works by Thomson, Tchaikovsky 
and Mendelssohn. With tenor 
Richard Clement and violin 
soloist Tasmin Little; Avery Fisher 
Hall; Oct 17, 18 

EXHIBITIONS 
Museum of Modem Art 

Tel: 1-212-708 9480 
Egon Schiele (1890-1918)-. The 
Leopold Collection, Vienna. 
Around 150 works by the 
Austrian Expressionist, dating 
from 1905 through 1918; to 
Jan 4 

OPERA 

Metropolitan Opera, Lincoln 
Center Tel: 1-212-362 6000 


La Cenerentola: by Rossini. Met 
Opera premiere. New production 
conducted by James Levine in a 
staging by Cesare Uevi, with 
designs by Maurizio Bald: Oct 16 

New York State Theater 
Tel: 1-212-870 5570 
IphJgdnie en Tauride: by Gluck. 
New York City Opens. Conducted 
by Jane Glover and directed by 
Francesco Zambello; 

Oct 15, 18 


■ PARIS 

CONCERTS 

Opdra National de Paris, Opdra 
Bastille Tel: 33-1-44731300 
Orchestre de I’Opdra National de 
Paris: Georges Prfetre conducts 
works by Wagner and Mahler; 

Oct 16 

Theatre des Champs Etysees 
Tel: 33-1-49525050 

• National Symphony Orchestra: 
on tour in Eiaope, conducted by 
Leonard Slatkin. Programme of 
works by Verdi, Beethoven, Ives, 
Barber and Gershwin; Oct 16 

• St. Petersburg Philharmonic 
Orchestra: conducted by Youri 
Temirkanov in Shostakovich's 
Symphony No. 7; Oct 15 

DANCE 

Opdra National de Paris, Palais 
Gamier Tel: 33-1 -4343 9696 
Paris Opera Ballet in Swan Lake; 
Oct 15, 16. 17. 18 

OPERA 

Opdra National de Paris, Gp6ra 
BastJSe Tel: 33-1-4473 1300 
Aufstieg und Fall der Stadt 
Mahagonny: by Kurt Weill. 


Conducted by Jeffrey Tate in a 
production directed by Graham 
Vick; Oct 15, 18 


■ PORTO ALEGRE 

EXHIBITIONS 

I Mercosur Biennial of Visual Arts 
- retrospective of Latin American 
art comprising works by 200 
artists from seven countries. Held 
in 11 locations around the city; to 
Nov 30 


■ TOKYO 

EXHIBITIONS 
Bunkamura Museum of Art 

Tel: 81-3-3477 9252 
Photography in Paris 1905-1997: 
around 240 works by 53 
photographers, on loan from the 
Centre Georges Pompidou; to 
Oct 26 

Museum of Contemporary Art 
Tel: 81-3-5245 4111 
Loans from the Centre Georges 
Pompidou: selection of 127 
works. Artists represented 
include Matisse, Chagall and 
Picasso; to Dec 14 


■ VENICE 

EXHIBITIONS 
Palazzo Grass! 

Tel: 39-41-523 1680 
German Expressionism: Art and 
Society. KJrchner is at the centre 
of this selection of works, dating 
from around 1910 to the 
mid-1920s; 10 Jan 11 


■ VIENNA 

EXHIBITIONS 


Kim stHaus Wien 

Tel: 43-1-712 0495 
Herb Rifts: first European 
retrospective of work by the 
American photographer. 
Previously seen in Boston; to 
Jan 18 


■ ZURICH 
EXHIBfTIONS 
Kunsthaus Zurich 
Tel: 41-1-251 6765 
Arnold Bdckfin, Giorgio de 
Chirico, Max Ernst Voyage into 
the Unknown, comprising 130 
paintings, collages and sketches; 
to Jan 18 


■ TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 
Monday to Friday, Central 
European Time: 

• NBC/Super Channel 
07.00: FT Business Morning 
10.00: European Money Wheel 
Nonstop live coverage until 15.00 
of European business and the 
financial markets. 

17.30: Financial Times Business 
Tonight 

• CNBC 

0&30 -.Squawk Box 
10.00: European Money Wheel 
18JJ0: Financial Times Business 
Tonight 
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COMMENT & ANALYSIS 



Lionel Barber 


Governing Italy is not 
difficult. It is impossible. 

Benito Mussolini 

Financial markets have 
reacted to the political crisis 
in Italy with astonishing 
ca l m. Nothing, it seems, can 
shake their conviction that 
economic and monetary 
union will go ahead on 
schedule, and that Italy will 
be present at the creation of 
the euro on January 1 1999. 

With Oscar Luigi Scalfaro, 
the president, apparently 
conjuring up a new govern- 
ment, the mood of compla- 
cency is likely to grow. No 
matter if it is the old centre- 
left coalition. Any govern- 
ment is better than a gen- 
eral election. The markets 
want an end to uncertainty 
and are depending on the 
passage of the 199S budget, 
which should show whether 
Italy has met the economic 
criteria for Emu - in a cred- 
ible fashion. 

This interpretation of 
events is seductive, but 
short-sighted. For the past 
five years, the Emu debate 
throughout Europe (not just 
in Italy; has focused on the 
need for sound public 
finances. At times, discus- 
sion has degenerated into a 
squabble over decimal 
points; whether the French, 
Germans or the Italians will 
meet the public deficit crite- 
rion of 3 per cent of gross 
domestic product. 

The Italian experience 
should force everyone to 
look at another criterion not 
mentioned in the Maastricht 
treaty; political stability. 
The country's crisis was 
triggered not by economics, 
but by politics. Romano Pro- 
di’s Olive Tree coalition col- 
lapsed because his neo- 
communist allies refused to 
support welfare and pen- 
sions cuts. Mr Prod! appears 
to have faced down Fausto 
Bertinotti and the far left; 
but we cannot be sure. 

The implication is, as Pro- 
fessor Peter Kenen of 
Princeton University 
reminded us at the IMF- 
World Bank meeting; specu- 


An Italian tragedy 

Rome’s latest crisis raises the question whether political 
stability should be a pre-condition for Emu membership 


lators such as George Soros 
cannot break monetary 
union; governments can. 

Centre-left, centre-right, 
technocratic or grand coali- 
tion. it hardly matters. If 
wage claims are out of kil- 
ter with productivity rises; 
if the government is too 
weak to manage the con- 
flicts triggered by the down- 
sizing of the welfare state; 
or if labour market flexibil- 
ity remains a figment of the 
European imagination. Emu 
will not work. 

With the exception of 
Hans Tietmeyer. president 
of the Bundesbank, and the 
new government in Britain, 
most of Europe's leaders are 
afraid to speak out about 
these fundamental issues. 
There is muffled talk among 
EU finance minis ters about 
“economic policy co- 
ordination”. But for the 
most part, the pro-Emu 
forces refuse to make a link 
between welfare and labour 
market reform and mone- 
tary union. 

This wait-and-see 
approach is dangerous. The 
post-Emu world is taking 
shape before our eyes. The 
cause of last week's Bundes- 
bank-led rate rise was pri- 
marily to nip German infla- 
tion in the bud: but the 
effect was to suggest the 


arrival of the pan-European 
interest rate, foreshadowing 
a single monetary policy for 
the euro zone. 

Another reason for tack- 
ling labour market reform 
head-on is that Europe's 
chronic unemployment is 
forcing governments to 
adopt measures which could 
harm prospects for a strong 
Emu. The outcry among 
French employers over the 
Socialist government's 
plans to legislate a cut in 
the m aximum length of the 
working week to 36 hours is 
a sign of future conflict. 
Worryingly, Mr Prodi 
appears to have agreed to a 
similar measure to' buy off 
Mr Bertinotti. 

Where does this leave 
Italy’s bid to be a founder 
member of Emu? The worst 
possible outcome - perhaps 
the one that the Bundes- 
bank fears most - is that 
Italy squeezes into Emu but 
then future governments 
are unable to follow up. 
This would not only put at 
risk Italy’s impressive finan- 
cial reconstruction; it would 
put a bomb under Emu 
because the Germans would 
lose faith in the project’s 
commitment to price stabil- 
ity and fiscal discipline. 

A more generous view is 
that Italy's political stability 



Romano Prodi: has to play all Italy's cards to join Emu 


depends on Emu member- 
ship. Ordinary Italians are 
committed to the single cur- 
rency. More than 50 per 
cent, according to the polls. 
People see monetary union 
as a passport to Europe. 

This is an extraordinary 
statement from a country 
which has been a member 
of the EU for the past 40 
years. Perhaps the moderni- 
sation of Italy can only take 
place behind the political 
cover which Europe pro- 
vides. Hie euro is not sim- 
ply a matter of national 
pride. It is a matter of 
national survivsL 

Mr Prodi will play all 
these cards ahead of next 
May’s summit where EU 
leaders will decide which 
countries have qualified for 
Emu. He may even repeat 
the question which his pre- 
decessor Giuliano Amato 
raised during the 1992 cur- 
rency crisis when Italy 
failed to secure a realign- 
ment in the Exchange Rate 
Mechanism: “Do you want a 
pirate lira?” asked Mr 
Amato. “We Italians know a 
lot about pirates.” 

Whether Italy joins or sits 
out of the first wave will 
define whether Emu mem- 
bership is determined on 
economic grounds in sup- 
port of a safe, stable launch 
of the single currency; or 
whether a political 
approach will apply - 

The British government, 
which is still hesitating over 
future entry, will watch 
with interest. Life outside 
Emu looks more comfort- 
able with an Italian com- 
panion; but it looks a lot 
more lonely if Italy joins. 

That which leaves Mr 
Tietmeyer. His warnings 
about political stability 
deserve more attention than 
they are receiving. He 
should appreciate the joke 
one Italian official told in 
Brussels last week. How 
modi did the Bundesbank 
pay Mr Bertinotti to topple 
the Prodi government? 
“This is the tragedy of my 
country,” said the diplomat. 
"He did it for free.” 


A sked nearly a year 
ago if he would 
allow companies to 
go bankrupt, 
Ammiay vtoavan, Thailand’s 
former finance minis ter, 
replied “of course”. Pressed 
as to whether this included 
financial institutions, Mr 
Amnuay started hedging: 
“That's irrelevant,” he said. 

Mr Amnuay is long gone, 
pushed out by the political 
jin d finan cial turmoil that 
continues to plague his 
country. But yesterday, 
when his successors 
unveiled a masterplan to 
restructure Thailand’s creak- 
ing financial system, they 
still balked at the question 
of liquidating troubled finan- 
cial institutions. 

The issue is crucial- St will 
dominate investor concerns 
over whether yesterday's 
World Bank-designed pack- 
age - which establishes a 
framework for the overhaul 
of the financial system and 
opens it up to foreign invest- 
ment - is enough to stabilise 
the baht and put the econ- 
omy on the road to recovery. 

These concerns will not be 
fully allayed until Thai 
authorities permanently 
close some of the 58 financial 
institutions suspended two 
months ago, auction off 
their assets. Foreign credi- 
tors, whom the Thais are 
relying on to roll over more 
thaw $30bn in short-term 
debt obligations, still do not 
know exactly how they will 
be treated when it comes to 
parcelling out collateral and 
assets. 

There is also likely to be 
criticism of the govern- 
ment’s announcement yes- 
terday that it would not be 
suspending any more finan- 
cial institutions and that all 
depositors and creditors of 
functioning institutions 
would be guaranteed in full. 
This blank cheque means 
the government has yet to 
cap the costs of restructur- 
ing the financial sector. It 
also presents the risk of 
“morel hazar d” by suggest- 
ing that the state may be 
willing in the future to bale 
out failed bankers. 

Until the government 
takes the tough decision of 
permanently closing finan- 
cial institutions - which 
could wipe out up to half the 
country’s financial tycoons - 
investors will wonder 
whether the Thai authorities 
have the necessary resolve 
properly to implement yes- 
terday's programme. 

“The decision to close 


Thais bite 
the bullet 

Authorities must act tough to 
cleanse the financial system, 
argues Ted Bardacke 

Will this do? ' 

The economic package w3: 





,®» T)ghtBn loan cJasaficattoo ruIes and bring provisioning rytes 
to ktiemalaonEfl standard by 2000. 


Enact new laws pemwttiri&tfw central bank to taka corttrol Wa .: 
troubled iiwSutibn and rtwka shareboW«s pay fartoaaaa.;- " 



Give suspended companies untS tfta end of Qctoberto submit : , « 
rahabOtadon plans. Those unable ta recaptetea win haw ihelr*^ 
assets auctioned off by the FRAwfthiTVH yoer. ■ • • 

is;. 


businesses continues to be 
the biggest challenge in 
financial restructuring.” 
says a foreign official 
involved in negotiating the 
package. “Hie Thais haven’t 
made that step yet” 

Such reservations aside, 
the new programme was 
described as “fairly good” by 
Jean-Michel Severino, World 
Bank vice-president for East 
Asia and the Pacific. It was 
“the best that could be deliv- 
ered" under the circum- 
stances. he said. “It is a 
package we fhlly support-” 
The plan broadly meets 
International Monetary 
Fund criteria for financial 
restructuring, IMF officials 
say. and should ensure the 
release of the $17 ^bn inter- 
national bailout package 
agreed in August 
Among the measures 
announced are the establish- 
ment of a Financial 
Restructuring Authority, 
which will take over good 
assets of bankrupt institu- 
tions and auction them off 
within one year. 

It will also take charge of 
negotiations with creditors. 
Bad assets will be bought by 
an Asset Management Cor- 


poration, which will then 
manage, restructure and sell 
them. 

Financial restructuring 
should be finished within 
three years, though It wifi, 
take a little longer to deal 
with same bad assets, says 
Thanong Bidaya, the finance 
minis ter. Hie aim is to make 
the restructuring process 
short and sharp, as with the 
US savings and loan crisis, 
rather than let it drag an as 
happened in Japan and 
South Korea. 

To achieve ' this, the 
restructuring authority will 
quickly have to show it 
rm>«ns business by ordering 
changes in management, 
capital increases and equity 
writedowns at troubled insti- 
tutions. 

H ow successfully it 
ran do this wifi 
greatly depend on 
who runs the 
new body, which Thai offi- 
cials say must be entirely 
free from political interfer- 
ence. 

“The personality [of the 
rhairman of the restructur- 
ing authority] is very impor- 
tant,” says -Virabhongse 


Ramangura, deputy prime 
minister? for economic 
affairs. “If there is any doubt 
about political interference 
then the whole thing will 
fail/’ he says. 

“ Think of the restructur- 
ing authority as God, says 
Rob Colints, head of research 
at Paribas Asia Equity in 
Bangkok. To be revered, God 
must use Ms ultimate power 
in a fair and transparent 
manner, neither abusing his 
authority nor letting trans- 
gressions take place in his 
name, he says. 

Chaiyawat Wlbulswasdi, 
central bank governor, says 
the risk of moral hazard will 
be reduced because institu- 
tions wifi be required to pay 
substantial contributions to 
the restructuring authority. 
Opening up the financial sec- 
tor to foreign capital is 
expected to give the 15 com- 
mercial banks and 33 finance 
companies still open for 
business a much stronger 
ffnanrmi base, he says. The 
central bank's monitoring 
process will also be substan- 
tially strengthened. 

In the short term, none of 
this is likely to help the 
baht. 

If the government contin- 
ues to increase liquidity to 
financial institutions there 
will be downward pressure 
on the currency, says Mich- 
ael Taylor, chief economist 
at Indosuez Wi. Carr. Com- 
paring financial restructur- 
ing in Mexico 1982 with 
Mexico 1995, Mr Taylor 
argues that currencies 
weaken when domestic 
credit increases relative to 
reserve money. This is 
exactly what will happen if 
Thailand is forced to prop up 
firiarwrifli institutions while 
running a balance of pay- 
ments deficit 

s till Mr Taylor is confi- 
dent Thailand has hit bot- 
tom. Part of his optimism 
stems from the dec i sion to 
allow foreigners to take 
majority stakes in financial 
institutions. If foreign 
money comes in, the finan- 
cial system will be recapital- 
ised and Thailand will bene- 
fit from much-needed 
inflows of long-term capital, 
he says. 

“It was either nationalisa- 
tion or sale to foreign inves- 
tors," says Nikhil Srinlva- 
san, vice-president at 
Morgan Stanley. “Now it’s a 
question of whether Thai 
bankers are willing to give 
up management control of 
their companies and at what 
price." 
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Pension tax reliefs 
take burden off state 


From Mr Peter R French. 

Sir, Your article (“Shadow 
over pensions tax relief”, 
October 10) refers to a 
review of pensions. Abolition 
of higher-rate tax relief an 
pension contributions would 
be an outrage, in view of the 
fact that it would be almost 
Impossible to avoid a deliber- 
ate discrimination agai n st 
personal pensions compared 
with occupational pension 
schemes, In particular final 
salary schemes, where most 
if not all the premiums are 
paid for by the employer. 

The problems created by 
such a measure are too 
awful to contemplate. It has 
to be remembered that the 
cost of the premiums paid by 
an employer are a tax allow- 
able business expense. One 
fact is for certain: it will seri- 
ously discriminate against 
the self-employed and the 
individual who is trying to 
make up for lost time in his 
later earning years, having 
been unable to fund a pen- 
sion earlier because of other 
financial pressures, includ- 
ing building up business 
assets or putting children 
through university. 

When one takes into 
account the fact that income 
is likely to fall considerably 
in retirement, during which 
time most will not be higher 
rate tax payers, it is beyond 
all belief that a chancellor 
could be considering such a 
grossly unfair move. How- 


ever, I suppose that if Gor- 
don Brown could raid pen- 
sion funds by about £4bn a 
year in abolishing advance 
corporation tax, as he did in 
the last Budget, he could do 
just that It is all about 
votes. I suppose he reckons 
that not too many higher- 
rate self-employed and other 
affected tax payers vote 
Labour anyway. 

I would remind readers 
that the government has 
claimed that it is supportive 
of private as opposed to state 
provision. Already, it has 
made it quite clear with 
ACT, and Inadequate state 
earnings- related pension 
scheme (Serps) rebates in 
the light of ACT, that those 
words are empty political 
platitudes. 

Now is the time for all to 
fight what seems to be a 
thickening wedge of mea- 
sures to steadily prise away 
the tax reliefs which have 
provided Britain with the 
highest level of private pen- 
sion provision and lowest 
level of state provision in 
Europe. Those tax reliefs are 
a small price to pay. For . 
those (politicians) who dis- 
agree, have a look at Italy, 
France and Germany. 

Peter R French, 

Troy French & Partners, 

66 Alwyne Road, 
Wimbledon, 

London SW19 7AE, 

OK 


EU must play to strengths 


From Mr Tim Hancock. 

Sir, Edward Mortimer’s 
article “A political dwarf” 
(October 8) hi ghli g hts the 
difficulties of projecting a 
clear European Union policy 
on to the world stage. As he 
points out, the essentially 
technical reforms agreed at 
Amsterdam are unlikely to 
transform the European 
Union into a political super- 
power. 

However, measuring EU 
performance in crises Is 
always likely to reveal fail- 
ure; these are precisely the 
situations that most expose 
the limits of inter- 
governmental decision- 
making. 

It also risks Tnacking the 
Ell’s real potential in other 
areas of foreign policy. If the 
Common Foreign and Secu- 
rity Policy planning and 
early warning unit empha- 
sises long-term analysis of 
pre-crisis situations, it is 


more likely that the EU can 
play to its strengths and 
side-step its weaknesses. To 
some extent, such a 
long-term approach achieved 
recognition during the 
Dutch presidency, through 
decisions on conflict preven- 
tion in Africa and a pro- 
gramme to tackle the illicit 
trafficking in arms. Small 
steps, maybe, but steps in 
the right direction. 

If Europe is to become a 
“security exporter”, it 
should place an emphasis on 
the prevention, not the man- 
agement, of crises. Quiet, 
sustained policies might not 
make headlines, but they 
can contribute to sustainable 
security and economic devel- 
opment in a very real way. 

Tim Hancock, 

Saferworld, 

3rd Floor, 

33/34 Alfred Place, 

London WCIE 7DP, UK 


A much better way to go 


From 3fr Brian 
Scott- McCarthy. 

Sir. Re Marguerite Bar- 
wick-McEIroy’s letter 
(“Urban fox Is right up our 
street”, October 45); having 
visited slaughter houses, 
pharmacological laboratories 
and intensive farms, and 
hunted a fox. If I were to be 
an animal I should choose to 
be a fox. I would rather one 
day be hunted to a painful 
death than opt for a lifetime 


of possible chronic pain as a 
battery cage hen, or as a pig 
living in an intensive farm, 
or as a laboratory animal. 

The whole furore over fox 
hunting is anappalling focus 
of sentiment divorced from 
the stark reality of the quan- 
tum of pain involved. 

Brian Scott-McCartby, 
FiggesEye, 

Schufi, 

Co Cork, Ireland 


Positive threat to chemical industry of site licence ruling 


From Mr Lyndon Stanton. 

Sir, Mr Jorge Segrelles of 
Repsol contends (Letters, 
October 2) that our dispute 
concerning the licensing of 
technology is not of general 
relevance to the chemical 
industry. I respectfully dis- 
agree. 

In 1986, although his letter 
makes no mention of it, his 
group signed a licensing 
agreement with Arco Chemi- 
cal, under which his group, 
as licensee, was allowed by 
our company to continue to 
use our secret, world-class 
technology- 

A site licence is an 
arrangement, common in 


our industry and probably 
others, whereby the owner 
of a particular technology 
licenses its use at a particu- 
lar industrial site^pecifying 
location and capacity. The 
controversy, provoked by a 
Repsol complaint to the 
European Commission, 
relates to bow such a licence 
should address the possible 
use by the licensee of the 
technology at other sites in 
the future. 

The Commission has pro- 
posed an interpretation that, 
unless the licence gives an 
explicit right to expand or to 
build new plants elsewhere 
oo terms spelled out in the 


licence. Article 85(1) of the 
EC Treaty is infringed, the 
site licence is void and, in 
theory, fines can be imposed. 

If the position taken by 
the Commission were to 
become law, than hundreds 
or thousands of perfectly 
normal site licences would 
be at risk. The licensee at 
any site would be granted 
the automatic right, regard- 
less of the angina] agree- 
ment. to use the technology 
to build an unlimited num- 
ber of plants elsewhere. 

This seems to me to be an 
issue of compelling Impor- 
tance for our Industry, and 
every senior executive to 


whom I : 

The industry cannot and 
should not judge whether 
this company or Repsol is 
right in the debate about tj 
specific merits of our dis- 
pute. But the competition 
law policy which threatens 
to emerge from the dispute 
would indeed be “of genera 
application” and would woi 
untold mischief 

Lyndon Stanton, ' 
president, 

ARCO Chemical Europe, 
ARCO Chemical House, 
Bridge Avexme, 
Maidenhead,. 

Berkshire SL6 1 TP, UK 
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Controlling 

arms 


The International arms trade 
grew by 8 per cent Id real terms 
in 1996, according to the Inter' 
national Institute of Strategic 
Studies' annual Military Bal- 
ance, published yesterday. Sales 
reached a global value of 
$39.9bn. 

That is good news for defence 
exporters, particularly in the 
US. UK and France which 
remain the top three suppliers, 
all recording large increases. 
But hardly for anyone else. The 
only consolation is a perceptible 
levelling of the curve: in 1996 
the Increase was 13 per cent. 

We do of course live in an 
unstable world, where local - 
especially intra-state - conflicts 
have become more common 
since the cold war ended. That 
may partly explain the insecu- 
rity which drives the demand 
for arms. The Middle East, a 
notoriously unstable region, 
receives the largest share of 
international arms deliveries 
(39.5 per cent). 

Yet need, objectively mea- 
sured, can hardly be the deter- 
mining factor. Otherwise why 
would Nato and western 
Europe, surely the world's most 
stable area, take 22 per cent of 
deliveries, while sub-Saharan 
Africa gets only 1.9? Ability to 
pay, combined with undevel- 
oped domestic capacity, is also 
an important factor in determin- 
I lng demand. That would help 
explain why east Asia's share 
has risen from 11.9 to 23 per 


EnNobeled 


The principles underlying the 
use of options were known to 
the ancient Greeks. Yet it was 
not until the 1970s that options 
trading became a mainstream 
activity in financial markets 
around the world. That develop- 
ment owed much to the work of 
Robert Merton and Myron 
Scholes. who with the late 
Fischer Black established the 
option pricing models that have 
won them the 1997 Nobel eco- 
nomics prize. ‘ * 

The timing of their respective 
seminal papers, which emerged 
in 1973, was perfect The new 
ability to put a value on any 
option coincided with the rup- 
ture of the Bretton Woods 
exchange rate system. With cen- 
tral banks ceasing to stabilise 
the exchange markets, the need 
for a private means of insuring 
against volatility in a floating 
world became paramount 
At the same time the first 
post-war moves towards finan- 
cial deregulation led to 
increased domestic interest rate 
volatility. Between them these 
academics provided financial 
institutions with a new and 
effective tool for managing and 
reducing the resulting risks. 

To most men or women in the 
street tbe differential equations 
at the heart of these models are 
as incomprehensible as the 
names of Black, Scholes and 
Merton are obscure. The wider 
derivatives markets appear 
equally remote from their expe- 


rience. Yet they touch many 
ordinary people very directly. 

In Britain the reintroduction 
of a fixed-rate mortgage market 
after the great inflation of the 
1970s was facilitated by the new- 
found ability of financial insti- 
tutions to hedge against interest 1 
rate risk. Many Americans have 
enjoyed access to cheaper stu- 
dent loans for s imilar reasons. 
The risk that people with 
money purchase pensions may 
retire when markets are collaps- 
ing can now be hedged via tbe 
options market. 

The models of Merton. Black 
and Scholes have so far stood 
up well. But they are still rela- 
tively young; and while individ- 
ual institutions can use them to 
reduce risks, the incidence of 
risk 'within a system is merely 
shifted from one group to 
another. Since tbe 1987 stock 
market crash it is striking that 
tbe amount of portfolio insur- 
ance conducted via the options 
market has greatly increased. 

Whether the growth in deriva- 
tives has increased systemic 
risk remains controversial But 
their innate complexity, lack of 
transparency and leverage, 
whereby modest outlays secure 
large exposure to market risk, 
are a cause for concern. Nor is 
option trading any more 
immune from moral hazard 
than basic banking. The mar- 
kets may yet present these mod- 
els with a more stringent test 
than the Nobel prize judges. 


Pay m inimum 


The comic opera king who 
decreed that footmen should be 
paid as much as dukes would 
have achieved two results. First, 
there would be no footmen, and 
soon afterwards, no dukes. Even 
the most ardent supporters of a 
minimum wage agree that at 
some level, workers will become 
too expensive to hire and profits 
too low to support the bosses. 
The question now facing the UK 
government's Low Pay Commis- 
sion is how to find a number 
which which will avoid these 
dangers. 

In separate submissions on 
Monday, the Confederation of 
British industry and the Trades 
Union Congress agreed at least 
on one thing. A pay minimum 
makes no sense for those in 
training. The CBL in addition, 
wants all workers aged from 16 
to 20 to be exempted. This 
would be much more sensible 
than trying to devise a lower 
minimum for youngsters. And 
provided that most are in train- 
ing, it should satisfy the unions. 

■Hie more contentious issue, 
however, is whether the rate 
should be set at around £3 per 
hour, as employers want, or 
above S4 per hour as the unions 
demand. The CBI estimates that 
250.000 jobs would disappear 
over two years if the rate was 
set at £4.40. However, at lower 
rates, the impact is less certain* 
as the Organisation for Eco- 
nomic Cooperation and Devel- 
opment explained yesterday In a 
j review of international research 
into the subject ; 


A UK mini mum wage of 
around £3 (close to the US mini- 
mum) would probably do little 
harm. There is every reason, 
therefore, to start cautiously. 
For the rate may be raised in 
future, but will be difficult to 
lower, even if it 19 clearly shown j 
to harm employment. ’ 

The commission must also 
consider the rate in the context 
of the government's proposed 
reform of taxes and benefits. 
Far minimum pay represents. In 
effect, a tax on some employers. 
It may Increase Incentives for 
people to move into low paid 
jobs, but this needs to be 
matched by measures to cut the 
cost of creating them. 

The government is right to 
have recognised that this is a 
complex problem and to have 
deferred the Introduction of a 
minimum wage until 1999. This 
may give time to consider an 
even thornier question: how the 
minimum wage should be 
uprated in future years. If it 
rises automatically with infla- 
tion, or wages, there is a danger 
that it could float to a level 
which would damage some 
industries. But if increases are 
subject to national negotiations, 
they might come to be seen as a 
pay norm from which all other 
bargaining would begin. 

To be reminded of the infla- 
tionary dangers, the govern- 
ment needs only to recall 1979. 
That was the year the unions 
fought the government over Its 
pay limits. It was the year that 
Labour lost power. 
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Europe’s privatisations leave France behind 
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cent since 1987. while Saudi 
Arabia is far the biggest arms 
importer of all. 

Supply side factors should 
also be considered. A steep fall 
in defence spending' in what 
used to be the two blocs has put 
intense pressure on their weap- 
ons industries, forcing them to 
compete aggressively for third- 
country markets, resorting to 
all kinds of marketing and dis- 
counting devices. 

But this is no ordinary mar- 
ket. Governments are the main 
purchasers, and are also heavily ; 
involved in the supply of arms, 1 
too. Purchasers seldom obtain i 
the security they expect. Indeed 
arms purchases all too often 
have exactly the opposite effect. 
When this happens, suppliers 
cannot be held liable In a court 
of law. But tbe exporting states 
often find themselves sharing 
tbe cost in one way or another. 

In short, it is a sector that 
cries out for much tougher con- 
trols, particularly on the supply 
side. Only half-hearted attempts 
have been made so far. through 
the Wassenaar Arrangement 
(successor to CoCom), and 
through proposed codes of con- 
duct (not yet legislated) in both 
the US and EU. 

Such efforts should be given 
much higher priority. States 
cannot afford to treat the arms 
trade as a business like any 
other; still less to identify the 
interests of exporters with those 
of the wider economy. 
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Continent of shareholders? 

A spate of privatisations has given European investors a taste for 
the equities market, writes Vincent Boland 


M ergers and hos- 
tile bids are not 
the only features 
of so-called 
"Anglo-Saxon" 
capitalism sweeping through con- 
tinental Europe, it is also becom- 
ing a continent of shareholders. 

Mergers, including five multi- 
billion dollar bids on Monday, are 
spreading through Europe like 
wildfire. And shareholder capital- 
ism is also growing relentlessly, 
encouraged by the crop of large 
privatisations. Between now and 
tbe end of the year, France Tele- 
com. Telecom Italia, Brisa, a Por- 
tuguese motorway operator, and 
Endesa, a Spanish energy group, 
will all be sold off, following In 
the footsteps of Portugal Telecom 
and Lufthansa, the German air- 
line. 

Encouraged by advertising 
blitzes ranging from talking sat- 
ellites on Italian television to 
investors arriving late at a wed- 
ding in Spain, retail investors are 
flocking to participate in the 
sales. For the governments, pri- 
vatisations are a relatively easy 
way to kill two birds with one 
stone: raising revenues for the 
state while encouraging wider 
share ownership as a way to 
restructure the corporate sector. 
But just how widespread is the 
demand for equities? Are govern- 
ments pricing the issues too low 
in order to stimulate demand 
artificially? And. most important, 
will the new shareholders prove 
to be old-fashioned stags, in for a 
quick profit, or are they prepared 
to remain for the long haul? 

At the moment, continental 
Europe lags far behind the UK in 
the development of shareholder 
capitalism and tbe UK lags 
behind the US. In the early 1990s, 
before the big continental priva- 
tisations, roughly a third of 
Americans owned shares either 
directly or through mutual funds. 
In the UK. the proportion was 22 
per cent. In France, the propor- 
tion was 13 per cent (or, roughly. 
7.5tn people); Germany's share 
was only half of France's. 

The recent surge in demand for 
privatised companies could sig- 
nificantly increase those propor- 
tions just through a few issues. 


In the past three weeks 2.5m 
French people have registered to 
buy shares in the partial privati- 
sation or France Telecom (25 per 
cent is being sold). They have 
done so even though previous 
French privatisations burnt the 
fingers of shareholders when 
prices fell once trading began. In 
Portugal, more than 300.000 
people applied to take part in the 
sale of 26 per cent of Portugal 
Telecom. Italy expects at least im 
applications for its jumbo sale of 
Telecom Italia, of which about 15 
per cent is being sold to domestic 
investors. The question is: are 
these new shareholders just one- 
off investors, buying shares to 
make a quick killing, or might 
they hold on to their shares, 
spreading an "equity culture" In 
Europe? 

One piece of evidence that 
might suggest individuals are 
taking a short-term view is that 
many of the current privatisa- 
tions give special treatment to 
small shareholders. This follows 
the UK practice of piling on 
incentives to lure investors. In 
the case of France Telecom, pri- 
vate investors will get their 
shares at a discount compared 
with those offered to professional 
investors. 

If previous privatisations are a 
guide, bankers say there is likely 
to be heavy retail selling of 
France Telecom shares when 
trading begins on October 20. and 
heavy institutional buying. Since 
retail applicants are getting 
shares at a FFr5 discount to the 
institutional price, there is an 
immediate, risk-free profit for the 
Mfiaj i investor. 

The Spanish government took 
the business of providing incen- 
tives to small share owners to Its 
logical conclusion when it sold a 
block of shares In Repsol, the 
energy group, in early 1996. It 
promised to give investors some 
of their money back if the shares 
fell by up to 10 per cent within a 
year of flotation. Such Incentives 
raise the possibility that share 
holders will not keep their 
stakes. 

Against that, however, there 
are three reasons for thinking 
that there has been a real, as 


opposed to artificially induced, 
shift into equities. First, familiar 
havens for savings are losing 
some of their appeal. Yields on 
fixed-income investments are fall- 
ing as interest rates are cut and 
convergence towards economic 
and monetary union flattens 
bond returns across Europe. At 
the same time, people are begin- 
ning to fear that their state pen- 
sion schemes may not be enough, 
farcing them to save more for 
retirement, including in equities. 

This has coincided with tbe 
need to reduce budget deficits to 
qualify for Emu. Privatisation 
has become a relatively easy way 
to raise money. It bas given 
European equity markets a big 
boost in the past three years. 
Equities, which have consistently 
provided better long-term returns 
than other types of investment, 
have won a new following. 

“Privatisation has given a huge 
impetus to the notion that share- 
holdings equal savings," says 
Angela Knight, chief executive of 
the Association of Private Client 
Brokers and Investment 
Managers. 

Second, in the few cases where 
shareholders have stayed for the 
long haul, they are doing so in 
impressive numbers. Of the 2m 
Germans who acquired Deutsche 
Telekom shares, about half are 
still on the register as the com- 
pany approaches the first anni- 
versary of its privatisation. At 
least lto of British Telecom's 
original shareholders from the 
first tranche of its 1984 privatisa- 
tion were still holding their 
shares when the second tranche 
was sold in 1991. France Telecom 
hopes to develop a long-term rela- 
tionship with its own new share- 
holders. According to its promot- 
ional literature, it intends to set 
up a “shareholder club” open to 
anyone who has applied for at 
least FFr5,000 (£524.10) worth of 
shares. 

Third, success in one privatisa- 
tion has bred success in another, 
leading people to think that 
share ownership may be a self- 
reinforcing process. 

When the Spanish government 
made its third offering of shares 
in Telefonica, the national tele 


phone company, last February. 
1.25m Spaniards wanted to buy. 
according to Dewe Rogerson, a 
UK company that advises on pri- 
vatisation strategies. Only 430,000 
had applied for the second 
tranche of shares, a year earlier. 
In Italy. 190.000 people wanted to 
buy into the first tranche of Eni. 
the oil and gas group, in 1996. By 
June this year, when a third 
tranche of shares was put on the 
market, there were more than 
830.000 applicants. 

An official at the Italian trea- 
sury says that the government's 
experience with Eni led it to 
adopt u a much more scientific 
approach to retail investors" • 
designing later offers to appeal 
more to local private investors. 
The wider share ownership cul- 
ture that has emerged from 
Italy's privatisation process has 
been “a necessary engine of 
growth for the stock market." he 
says. 

There is some evidence that 
the self-reinforcing process may 
tempt investors to consider buy- 
ing not only other privatisation 
offerings but other equities, fos- 
tering an appetite for initial pub- 
lic offerings by private compa- 
nies. ProSieben, a German 
television company which Salo- 
mon Brothers floated earlier this 
year and which attracted heavy 
retail demand, “would have been 
significantly more difficult lto 
sell] had Deutsche Telekom not 
preceded it and done well in the 
after-market." says John St John, 
co-bead of equity capital markets 
at Salomon Brothers in London. 


S omething similar is 
happening in Italy. 
When ERG, a family- 
run oil refining and 
marketing group, 
launched an IPO last week, it 
was 23 times oversubscribed and 
attracted 133,000 retail appli- 
cants. Retail investors' happy 
experience of Italian privatisa- 
tion helped spark that level of 
interest, says Andrew Moffat, 
director of equity syndication at 
Lehman Brothers, which lead- 
managed the ERG flotation. 

All the same, it may be too 
soon to claim that a long-term 
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Studer 

baking 

■ New York City’s decision to 
damp Union Bank of 
Switzerland as lead manager of a 
yibn financing raises the 
delicate question of how long it 
. will be before UBS dumps 
accident-prone chairman Colonel 
Robert Studer. Ever since he * 
took over in April 1996, 
Switzerland's most powerful 
bank has stumbled from one 
public relations disaster to 
another. 

Studer. 58, who joined the 
bank 40 years ago, seems to 
make a habit of rubbing people ■ 
up the wrong way. He has fallen 
out with Martin Ebner, the 
bank's biggest shareholder, who 
has accused him of mucking 
about with the UBS accounts 
and is blocking UBS's efforts to 
modernise its share structure. 

He upset the Jewish community 
by r^eiring to dormant bank 
accounts of holocaust victims as 
“peanuts’*, and refused to- 
apologise to Christoph Meili, 
who was sacked as night 
watchman after he caught UBS 
staff shredding references to its 
wartime past. 

Now UBS has been singled out 
by New York for its poor record 
in dealing With Nazi gol d 
Investigations. Insiders grumble 
that prestige business might not 
be lost if the chairman made a 


better fist erf presenting the 

bank’s case - UBS has fewer 
than half the number of dormant 
hank accounts of its two smaller 
rivals and didn't move to Zurich, 
where all the nasty business is 
supposed to have taken place, 
until after World War 1L 
It wouldn't be so bad if UBS 
was firing on all four cylinders. 
However, its shares continue to 
underperform and there is 

ii yrnpa«dng talk that the problem : 
is not the bank but Studer. 


Happy returns 

■ So it’s happy 150th birthday 
to Siemens, where everyone has 
been getting together to raise a 
glass to the Goman electronics 
giant’s next one and a half 


But sprightly chief executive 
Heihzich von Herer has more to 
think about than blowing out 
the candles on the cake. In his 
birthday speech to the 


from around the world, he had 
to expound the newly 
fashionable gospel of 
shareholder value without 
causing too much anxiety to the 
company’s German workers, 
who are sensitive toady hint of 
job cuts. 

Von Puffer’s old chum Helmut 
Kohl stopped by to give a jolly 
speech on his way to the annnai 
CDU hash, where he’ll be 
reminded that the cumait high 


unemployment rate is one of his 
biggest handicaps going into 
next year's general election. Von 
merer may need to add to Kohl's 
problems - he's taking a lot of 
flak for not wielding the knife 
ruthlessly enough to put 
Siemens on track to deliver the 
shareholder value he’s so fond of 
talking about. 


Boss class 

■ Old-style communist Faustino 
Berttnotti's price far continuing 
to prop up Romano Prodi’s 
centre-left government in Italy - 
a move towards a 35-hour 
working week - must be causing 
some worries round at the 
bosses’ organisation 

Co nfindus tria. 

Over the border in Prance, a 
similar pledge by premier Lionel 
Jospin led to ructions in 
Confindustrla's French 
counterpart, the Patronat, 
ending in the resignation of its 
head Jean Gandois, who'd been 
accused by some of his members 
of being too emollient in 
dealings with the government 

Confindustria is headed by 
Giorgio Fossa, a tough cookie 
from a famil y engineering 
business in the northern town of 
Varese. He got the top job in the 
only serious contest in 
Confindustria's 87-year history. 

Confindustria packs a punch 
behind the scenes with Italian 
politicians and ran mafcp a noise 


in public - it owns the financial 
dally II Sole de 24 Ore - so the 
fight over the 35-hour week 
could be a tough one. Yesterday 
Fossa said things were more 
difficult in France as Jospin had 
torn up a deal with the Patronat. 
It's unlikely that tbe man from 
Varese believes that Italian 
politicians would never go back 
on an agreement 


Burger to go 

■ McDonald's is meeting some 
resistance in its $lbn drive - 
announced last week - to double 
the number of its 
burger-and-fries outlets in Latin 
America and the Caribbean to 
about 2,000 by the year 2000. 

Bermuda repulsed Big Mac's 
golden arches earlier this year, 
and now Barbados looks like 
doing tbe same. The ubiquitous 
burgers did go on sale on the 
Caribbean island years ago, but 
the venture lasted six months in 
what may be a tribute to the 
quality of the local cuisine. 

This time round, the island's 
prime minister Owen Arthur 
doesn't sound like he’s in much 
of a hurry to issue Ronald 
McDonald with his entry visa. 

He thinks local fast food 
franchises are “sensitive - and 
must be “shielded for a tone 
from the full blast of perfect 
market forces". So if Barbadians 
crave a Big Mac, theyll have to 
hop off to a neighbouring island. 


equity culture is taking root in 
Europe. Evidence of investors 
hopping from privatisation to 
IPO is appearing only at the mar- 
gins. There is little sign yet that 
retail investors are being lured 
into the wider share market. 
“There is very little risk with 
new issues," Mr Moffat says. “By 
definition they tend to be priced 
cheaply because people want 
them to be a success. The next 
logical step is to buy shares in a 
company on the market. I’m not 
sure the evidence is there to sug- 
gest that is happening." 

A quantum leap by retail inves- 
tors into direct investment in the 
stock market therefore seems 
unlikely in Europe. But even if 
Europe’s new shareholders do 
not build up individual portfolios, 
they are likely to participate in 
the market through managed 
funds. This happened in the UK 
in the aftermath of privatisation 
and the arrival of government- 
backed schemes to promote 
savings. 

Inflows into equity mutual 
funds in Europe this year will be 
sharply higher than last year and 
also higher than the previous 
best year in 1994, according to 
Morgan Stanley. In Germany. 
Morgan Stanley estimates that 
DM28bn (E9.80hn) will be put in 
mutual funds, while French 
investors will invest FFrl3bn. 
<£i.36bnl and UK investors nearly 
$12bn <£7.40bnl. 

In the LIS, which claims to 
have more shareholders per cap- 
ita than anywhere else, private 
money is flooding into mutual 
funds rather than directly to the 
stock market. Nearly $50bn was 
invested in mutual funds in tbe 
first quarter of this year alone. 

On a smaller scale, the same is 
happening in continental Europe. 
Privatisation helps this Indirect 
equity investment However, the 
traditional purposes of high 
savings, such as soaring educa- 
tion costs and the retreat of state- 
provided wel Fare, should “be a 
far more powerful motive than 
privatisations for investing In 
equities." says Jill Nott, the chief 
executive of ProShare, a London- 
based organisation to promote 
share ownership. 


100 years ago 

Glasgow Compensation 
According to a Parliamentary 
paper just issued by tbe Home 
Office, Glasgow operatives 
appear to avail themselves 
very freely of the benefits of 
the Employers' Liability Act 
of 1880. No less than 202 
applications for compensation 
were made in that district last 
year, the total of the sums 
claimed being £45,403. In the 
whole of England, there were 
only 256 applications last 
year. The figures relating to 
Ireland are very small by 
comparison: in Belfast, for 
instance, only four cases were 
tried and the combined alarms 
were only between five and 
six hundred pounds. 

50 years ago 

Paris Strike Challenge 
The political significance of 
the strike of the Paris bus 
and underground workers, 
which became general today, 
need not be emphasised, as it 
comes on the eve of the 
municipal elections and is 
dearly developing into a 
showdown between M. 
Ramadier's Government and 
the Communist Party, the 
outcome of which is not yet 
predictable. During the 
railway strike last spring, M. 
Ramadier also originally 
refused to meet any demands 
under the threat of strikes but 
finally capitulated. The 
question is whether or not he 
will give way this time. 
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Russian cabinet faces 
vote of no confidence 


Thailand 
plan opens 
doors to 


By Chrystla Freeland 

in Moscow 


Russia's parliament is to hold 
a vote of no confidence in the 
government today in a move 
that could trigger the resigna- 
tion of Victor Chernomyrdin, 
the pr ime minister. 

Leftist politicians who domi- 
nate the Duma, the lower 
house of parliament, and 
Yabloko, Russia's democratic 
opposition party, have vowed 
to combine forces in the vote. 

Pro-government deputies 
predicted the opposition would 
narrowly miss the 226 votes 
needed to win the day, but 
some political analysts were 
last night predicting a 240-230 
vote against the cabinet. 

Although legally the govern- 
ment could remain in place 
after a no-confidence vote, Mr 
Chernomyrdin privately 
warned parliamenta rians this 
week that he would resign 
immediately if the Duma voted 
against the cabinet 

Mr Chernomyrdin would not 
publicly confirm he had made 
the threat but several senior 


parliamentarians said he had 
made the comment at a private 
meeting earlier this week. 

Boris Nemtsov, first deputy 
prime minister, warned yester- 
day that a no-confidence vote 
could sabotage Russia’s shaky 
economic recovery. 

“It is unacceptable to us that 
the Communists are trying to 
incite a government crisis pre- 
cisely at the moment when the 
auction of several major oil 
companies is imminent,’' he 
said. “As a result, the treasury 
will lose trillions of roubles of 
revenue that should go first 
and foremost towards paying 
pensions and wages.” 

In the past, analysts have 
tended to dismiss the Duma’s 
threats to bring down the gov- 
ernment, citing the legisla- 
ture’s weak constitutional 
position and the strong self- 
interest motivating individual 
members of parliament to back 
file status quo rather than risk 
losing their seats in new 
elections. 

Legally, a single no- 
confidence vote has little 
immediate effect. However, if 


the parliament were to vote 
against the cabinet twice is 
three months. Boris Yeltsin, 
the president, would be forced 
either to dismiss his govern- 
ment or ran fresh parliamen- 
tary elections. 

Yesterday, most Russian 
observers and bumness leaders 
were predicting the parliament 
would back down at the last 
minute as it usually does in 
confrontations with the gov- 
ernment 

But some analysts said the 
rift In the Russian establish- 
ment exposed by a virulent 
war among the country’s lead- 
ing financial groups could 
inspire the Duma to strike 
against the government 

“The bankers' war has 
fatally weakened the party of 
power, and that is why the 
Communists dare to consider a 
no-confidence vote.” said And- 
rei Piontkovsky, director of the 
Moscow-based Centre for Stra- 
tegic Studies. “This is a good 
time for new elections for the 
Communists - people have not 
yet felt an improvement in 
their ordinary lives." 


investment 


By Ted Bardacftoa and 
Qoaotin Peel in Bangkok 


Thailand yesterday threw its 
doors open to fore^n invest- 
ment in its frngm-i^l sector 
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Airbus partners in deal 
on consortium’s future 
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By Michael Skspinker, 
Aerospace Correspondent 


The four companies that own 
Airbus Industrie yesterday 
said they had resolved many of 
their differences and the con- 
sortium was on course to 
become a limited company by 
the start of 1999. 

The announcement clears 
the way for Airbus to abandon 
its status as a groupement d'in- 
tfrret economique - a French 
legal entity that does not pub- 
lish accounts or make profits 
or losses in its own right 

The four companies also 
began putting in place a new 
leadership, announcing that 
Edzard Reuter, chairman of 
the supervisory board, would 
step down next year. He is 
expected to be succeeded by 
Manfred Bischoff, chief execu- 
tive of Daimler-Benz Aero- 
space (Dasa) of Germany. 

The agreement between the 
companies - Dasa, Aero- 
spatiale of France, British 
Aerospace and Casa of Spain - 


The French government 
brushed aside criticism of its 
•national champi ons* app roach 
to reorganising the defence 
industry centred on 
Thomson-CSF, the 
state-controlled electronics 
group. Report, Page 2 


came after French and German 
government intervention. 

Aerospatiale had been resist- 
ing calls from Dasa and BAe 
for Airbus to take control of 
the partners' research and 
manufacturing facilities. The 
French socialist government 
indicated during the summer 
that it wanted to resolve the 
dispute. Chancellor Helmut 
Kohl of Germany and Lionel 
Jospin, the French prime min- 
ister, during last month's 
Franco-German summit in 
Weimar, both stressed the 
importance of Airbus becom- 
ing a profit-making company. 

The four partners said yes- 
terday they had agreed the 
Airbus management should 


take control "of all activities 
needed to define, develop and 
produce the Airbus product 
line". 

The four believe that by 
becoming a limited company, 
Airbus will be able to cut 
costs, speed decision-making 
and improve customer service. 
They say this will allow Air- 
bus to compete with Boeing, 
its US rival, which this year 
took over McDonnell Douglas, 
also of the US. 

Aerospace executives say 
the four still have to agree an 
important details. They have 
postponed discussion over 
whether the partners should 
retain legal ownership of the 
factories after Airbus execu- 
tives in Toulouse assume man- 
agement controL 

Industry observers dismiss 
reports that Mr Reuter, a for- 
mer chairman of Daimler- 
Benz, decided to step down a 
year early because of differ- 
ences between the partners. 
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Bonn and Paris plan. Page 3 


Brussels bureaucrats accused of hypocrisy 



Continued from Page 1 


has not changed for 40 years 
and is now worth only "three 
or four bottles of cognac”. 

Officials starting work at the 
Commission are also allowed 
to Import certain items such as 
cars, washing machines and 
other appliances free of tax, 
but the perk expires after a 
year. 

Another accusation is that 


officials are able to buy duty- 
free goods at their own Brus- 
sels shop, but in fact all the 
goods sold in the shop are 
duty-paid. 

A monthly allocation of tax- 
free petrol was also available 
to some senior staff, but this 
allowance was recently halved 
by the Belgian authorities and 
will disappear at the end of 
this year. 

"The allowance is substan- 


tially less than benefits 
received by many other civil 
servants, Including national 
civil servants - and. indeed, 
privileges enjoyed by many 
private sector employees," said 
Mr Monti. 

Staff at the Organisation for 
Economic Co-operation and 
Development in Paris, for 
example, receive a monthly 
allocation of duty-free alcohol 
and cigarettes. 


details investors had been 
waiting for were not included. 

The plan lifts the previous 25 
per cent limit on foreign 
investment in Thai financial 
institutions, allowing 49 per 
cent ownership. Majority for- 
eign ownership can be 
extended beyond the 10-year 
limit as long as share capital is 
not increased. 

But the Thai government 
reserved the right to screen 
potential foreign investors. 


Thais bite bullet. Page 16 


FT WEATHER GUIDE 


Europe today 


There will be scattered heavy rain 
In southern Italy and Greece. Spain, 
Portugal and central and northern 
Itaiy wfll be dry and very sunny. 

The south of France should also be 
sunny but the rest of France, the 
Low Countries, Germany, Austria 
and Switzerland will be chiDy and 
wet in places. 

Scancflnavia and eastern Europe 
will stay unseasonably cold and 
wet Thera wfll be snow over hills 
and on lower ground In the far 
north-east. 
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Five-day forecast 

Central and eastern Europe will 
remain cold as a large anticyclone 
moves north. Western Europe will 
be mild and wet 
There will be showers in the 
eastern Mediterranean but the west 
will be mostly warm and sunny. 
Spain and Portugal will have 
widespread rain by the weekend. 
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TODAY’S TEMPERATURES 


SOuadon at midday. Tamparatuma maximum tor day. Forecasts by PA Wo&hefOntm 


Abu Dhabi 
Accra 
Algiers 
Amsterdam 

Athens 
Atlanta 
B. Aires 
B.ham 


Barcelona 


Maximum 
Celsius 
Sun 34 
Fair 30 
Fair 21 
Shower 13 
Thunder 22 
Sun 21 
Fair IS 
Cloudy id 
Fair 35 
Fair 18 


MJtofl 

Belfast 

Belgrade 

Bertn 

Bermuda 

Bogota 

Bombay 


C.hagen 

Cairo 

Caracas 


Fair 20 

Cloudy 14 
Bain 9 
Cloudy 8 
Cloudy 27 
Shower 21 
Sun 35 
Drzzl 12 
Rain 6 
Fair 8 
Sun 36 
Fair 32 


CardWf 

Casablanca 

Chicago 

Cologne 


Daflttt 

Delhi 

Dubai 

Dutofln 

Dubrovnik 

Edinburgh 

Faro 


Cloudy 14 
Far 24 
Sun 13 
Rain 11 
Fair 31 
Sun 25 
Sun 32 
Sun 35 
Cloudy 15 
Bain 13 
DrtZi 14 
Sui 24 


Frankfurt Cloudy 11 

Geneva Cloudy 13 


Glasgow Cloudy 14 
Hamburg Cloudy 10 


Helsinki 
Hong Kong 
Honolulu 


Istanbul Thunder 21 
Jakarta Sun 33 

Jersey Raima 
JohamweburgCteudy 20 


More and more experienced travellers 
make us their first choice. 


Lufthansa 


Karachi 

Kuwait 

L Angetee 

Las Palmas 

Uma 

Lisbon 

London 

Luxbourg 

Lyon 

Madeira 


Sun 38 
Sun 39 
Sun 32 
Sun 26 
Cloudy 24 
Sun 23 
Drzzl 17 
Bain ID 
Rain 14 
Cloudy 22 


Madrid 

Majorca 

Malta 

Manchester 

Mania 

Maboume 

Mexico City 

Mamf 

Mflan 

Montreal 

Moscow 

MaiUi 

Nairobi 

Naples 

Nanai 

New York 

Mce 

hGcoda 

Qsto 

Pdris 

Path 

R*gue 


sun 18 
Sui21 
Fair 21 
Cloudy 15 
Ftir 32 
Cloudy 19 
Rain 23 
Shown 1 38 
Far 15 
Ran 11 
Cloudy 7 
Sho wn B 
Fair 27 

Fair 16 

Fair 23 
Rain 18 
Sun 19 
Sun 31 
Fair 7 
Dari 12 
Sun 24 
Cloudy 7 


Rangoon 

Reykjavik 

Rio 

Rome 

SuFraco 

Seoul 

Skrauore 

Stockholm 

Strasbourg 

Sydney 

Tangier 

TriAvfv 

Tokyo 

Toronto 

Vancouver 

Venice 

Vienna 

waroaw 

Wash ing to n 

Wefington 

Winnipeg 

2kvieh 


Fair 33 
Ctoudy 4 
Fair 28 
Fair 19 
Sun 30 

Sun 19 
Shown 31 
Ctoudy 6 
Rato 11 
Sun 23 
Fair 23 
Sun 39 
Fair 21 
Fair 10 
Drzzl 15 
ft* 15 
Ctoudy 9 
Otari 7 
Shown 17 
Fair 15 
Fair 10 
Ctoudy 8 


THE LEX COLUMN 


Working weak 


So Romano Prodi mi w i nr ? in power 
and Italy stays on track for eco- 
nomic awl monetary onion. Conve- 
niently, tbe European Commission 
was on band to bless tins happy 
development with Sgnres showing 
Italy’s budget deficit feiBng to 2-7 
per cent of gross domestic product 
next year, helped by the budget 
deal Mr Prodi even claimed there 
were “no winners or losas" from 
the crisis. But can it be that simple? 
After all, the price of buying off 
op position is a commitment, theo- 
retically at least, to a 35-boor work- 
ing week by 2001. 

Coming only days after a similar 
agreement in France. looks sus- 
piciously like convergence in the 
wrong direction. Monetary union 
may well start in January 1999, but 
these decisions make it ever more 
donbtfiil whether real, sustainable 
convergence will bave been 
achieved. Many European Union 
cnnntrias still show an aversion to 
gras pin g the nettle in areas like tax 
and labour market reform. 

Hie optimistic view Is that mone- 
tary union, when it arrives, will 
itself be the catalyst for reform. But 
this is tOO sanguine: if the SpOT of 
Emu qualification has not been 
wnong h, it is difficult to see why 
entry to Emu itself should prove 
noticeably different More likely, it 
will take a slow-burning economic 
crisis to galvanise <*hangp_ Mean- 
while, difficult decisions are being 
postponed in favour of the over- 
arching objective of keeping the 
Rmn train on track. This may be an 
effective way of postponing pain, 
but it is folly to think it is pain 
avoided. 
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-broad transnational distribution 
and a strong transnational brand. 

This is a neat excuse to launch 

expensive cross-border raids, even if 

there are no duplicated - costs to 
strip out. But it is for from persua- 
sive. When servicing the biggest 
customers, multinational reach can 
be helpfoL But far most insurers 
this is marginal. The bulk of their 
business is local; combine, say. a 
Spanish with a Bavarian insurer 
and the two are highly unlikely to 
be worth mere than the sum. of the 
parts. Pay a premium and value 
will be destroyed. Thus Investors 
n ee d to sift the consolidation argu- 
ments with care. Scale alone, for all 
its obvious attractions to manage- 
ments, is not enough. . 


will mat*** it hard for these private- 
sector foreign groups to pool their 
assets into the Thomson pot. The 
deal with the greatest industrial 
logic - in terms of creating a group 
able to compete with the big US 
defence electronics groups - 
remains a merger of Thomson and 
GEO’S Marconi unit 'But unless the 
French state is willing to see its 
stake and influence wither further. 
gnrh a combination is unlikely to 
wash with either GECTs sharehold- 
ers or the British government. 

France may feel tbe rest of 
E u rope haw to dekl with it- But 
there are alternatives if it overplays 
its hand: a merger between BAe 
and Dasa an A the old chestnut of 
BAe and GEC joining forces - not 
to Tnantinn t ransatlanti c deals. 


French defence 


France has finally decided what 
to do with Thomson-CSF. the state- 
controlled defence electronics 
group. WelL sort of. Giving Alcatel 
Alsthom, Dassault and Aerospatiale 
stakes in Thomson in exchange for 
their defence electronics assets can. 
or at least should, be a first step 
towards a broader European align- 
ment But despite all the warm 
rhetoric about European deals, it 
remains as murky as ever how the 
industry can progress to a more 
rational cross-border structure. 

France clearly hopes the new 
beefed-up Thomson will be well 
placed to negotiate with the likes of 
General Electric Company, British 
Aerospace and Daimler-Benz Aero- 
space. But the continuing involve- 
ment of tbe French state asaSps* 
cent-plus shareholder in Thomson 


European insurance 

Generali Kidding for AGF; AGP 
bidding for Athfeia; Zurich Group 
planning to merge with BAT Indus- 
tries’ insurance businesses - 
another wave of consolidation is 
sweeping European insurance. It is 
partly driven by simple cost-cut- 
ting; combine two overlapping busi- 
nesses ami the added value, if not 
spectacular, can be real enough. 
This was the logic of the Royal 
Insurance/ Sou Alliance and Axa/ 
UAP mergers. A two- or three-way 
combination of Athena, AGF and 
Generali’s French assets should 
make similar sense. 

So for so solid. But the ground 
gets mushier when it comes to 
insurers’ more questionable motive: 
h nfldmg international critical mass. 
One day, the most common version 
of argument runs, Europe, will 
be a true single market in which a 
successful insurer will require 


Investment banks 

Wall Street's investment banks 
are mnfcing the bull market for all 
it is worth. Third quarter profits at 
I*hman Brothers and Donaldson, 
ijiflcm & Jenrette more than dou- 
bled, while Merrill Lynch. Smith 
Barney add J. P- Morgan have all 
reported increases of over 40 per 
cent. The question nobody dares 
whisper is; what happens when the 
party ends? 

In the short term, a market down- 
turn would hit the cyclical Invest- 
ment Hanking industry as hard as 
in the past While revenues have 
risen fist, so have staff costs - Mer- 
rill’s rose by 25 per cent in the 
irrtwtt three months. According to 
the Securities Industries Associa- 
tion, the average Wall Street salary 
is now $139,000 and that includes 
every secretary and post room 
employee. The need to bold on to 
good people, particularly- in a down- 
turn, makes these costs far less 
variable than most firms claim. 

But there are longer term foehns 
working in the industry’s favour. 
The first is the move around the 
world to privatise pension systems, 
giving a huge boost toequity mar- 
kets. Allied to that is industrial 
restructuring, particularly In 
Europe, and the consequent need 
for M&A advice. Finally, barriers to 
entry are rising as the top tier 
houses such as Merrill or Morgan 
Stanley build international net- 
works that rivals cannot hope to 
match - witness Barclays' decision 
to sell BZW. That will not entirely 
protect margins, but it should help 
the big firms weather a bear market 
until the next upturn. 


Additional Lex comment on HE 
underwriting. Page 25 
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Lazard riding 
high on mergers 

The explosion of 
-European mergers and 
acquisitions on Monday 
showed the continuing 
consolidation of corpo- 
rate finance advisers. 
All of the six daaiq to 
emerge on “Mad Mon- 
day” were advised by 
the Lazard group, 
chaired by David Verey 
(left). Lazard has leap- 
frogged Goldman Sachs 
into second place in terms of the value of trans- 
actions handled this year. Page 22 

Fraafie China bourses start to slip 

It has been a sombre month for China's frisky 
stock markets. Their slip is symtomatic of being 
caught between Hong Kong fund managers and 
Beijing policymakers. Page 38 

Napoleonic leanings feared at Lafarge 

After Lafarge of France this week lau nched the 
biggest ever bid in the European building mate- 
rials sector, a £L67bn ($2.7bn) offer for UK mate- 
rials group Redland, which the UK group 
rejected. Lafarge has been accused by some of 
developing Napoleonic tendencies. Page 25 

Study warns of static drugs growth 

Between 1990 and 1994, the pharmaceuticals 
industry launched an average of only 0.45 genu- 
inely new drags a year. Historically, only 8 per 
cent of products launched reached sales of 
8 3 50 m . An 'Andersen Consulting study says such 
figures are well short of those needed. Page 23 
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GM boosted 
by its core 
US business 
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By Haig SlmoiUan in London 

General Motors, the world's 
biggest carmaker, reported the 
best third-quarter results in its 
history yesterday, based on a 
sharp improvement in its core 
US business. 

The company implied the 
trend would continue, subject 
to surprises in competitive pri- 
cing or incentives. GM’s 
shares, which closed at a 
record $7l£ on Monday, fell in 
early trading by $1% to 869Ji. 

Net profits in the quarter 
rose from 8748m, excluding 
one-off tax and reserve 
reallocations, to $i.07bn, on 
the back of a rise In sales from 
$34.6bn to $37.1bn. 

The profits were appreciably 
above analysts' expectations 
and covered a traditionally dif- 
ficult part of the year affected 
by holiday closures. 

GM’s North American 
Operations division was 
largely responsible for tbe 
turnaround. Net profits rose 
from 824m in the third quarter 
of 1996, excluding a special 
adjustment, to $423m. 

“The continuing improve- 
ment at GM-NAO is a great 
example of what can be accom- 
plished when you stay focused 
on reducing costs, and deliver 
exciting new products to cus- 
tomers", said Jack Smith, 

nhflfrman 

GM has been buoyed by tbe 
strength of the US market, 
where overall vehicle sales are 
expected to reach 15.5m this 
year. 

Mike Losh. chief financial 


officer, noted that GM’s output 
had risen by only 10.000 units 
compared with last year. He 
attributed the profits upturn to 
"a combination of factors", 
notably improved availability 
of off-road and multi-purpose 
vehicles, which command 
higher margins than tradi- 
tional cars. The improved 
mode] mix pushed GM’s mar- 
ket share from 30.4 per cent to 
3L7 per cent. 

GM's other big operations 
presented a mixed picture. 
Delphi Automotive Systems, 
the world's biggest car parts 
producer, saw profits tumble 
from $238m to 855m because of 
pricing pressures. 

GM's International 
Operations division, which 
covers its vehicle activities 
outside North America, saw 
profits fall from $3 23m to 
8l37m because of severe com- 
petition in Europe, where the 
group reported a net loss of 
82lm - compared with net 
profits of 875m. 

Earnings were also hit by 
investments in Dew Asian 
capacity and the impact of a 
model change at Holdens in 
Australia. By contrast, profit- 
ability in South American 
operations remained buoyant 

European earnings were 
additionally affected by the 
introduction costs of the new 
compact Astra range, which 
goes on sale early next year. 

Costs at Saab, tbe Swedish 
carmaker half-owned by GM, 
rose because of the launch of a 
new saloon car and higher 
marketing expenditure. 



Dick Snell, chairman of Federal-Mogul, flew to London to finalise a bid for T&N nows on»a» c«t 

Federal set to announce 
$2.3bn agreed T&N bid 


By Andrew Edgectiffe-Johnson 
in London 

Federal-Mogul, tbe US car 
parts group, is hoping to 
announce a £l.4bn (S2.3bn) 
agreed takeover of T&N tomor- 
row after deciding to raise its 
original indicative bid for the 
UK automotive engineer. 

Dick Snell, chairman and 
chief executive of Federal- 
Mogul. flew from Michigan to 
London yesterday to finalise 
details of the bid. He is 
believed to hare secured finan- 
cing for the higher offer. 

Federal-Mogul is expected to 
raise its terms from tbe 235p 
per share, or £1.25bn. it ini- 
tially indicated, to between 
265p and 270p. The headline 
price is likely to include T&N’s 
second interim dividend. 
Although the cash dividend is 


worth 3p per share, the scrip 
dividend is worth about 5p 
because of the rise in T&N's 
share price since Federal- 
Mogul’s offer approach. The 
dividend element of Federal- 
Mogul’s bid is likely to reflect 
this higher value. 

Before Federal-Mogul’s 
approach became public, 
T&N's shares stood at i82p. 
Yesterday they rose lp to 255p. 

In spite of the heavy burden 
of debt that Federal-Mogul, a 
smaller company than T&N. 
will take on, its plans have 
been welcomed by US share- 
holders. Its shares have risen 
from 832^ to 841j* since the 
deal became public. 

Wendy Needham, an analyst 
with Donaldson. Lufkin & 
Jenrette, said: "People are 
relaxed. They like the mix of 
products and are encouraged 


that no one else has shown up. 
Wall Street has a great deal of 
confidence In Dick Snell” 

The final offer will be at the 
bottom end of tbe 270p-300p 
price range that T&N’s largest 
shareholders have been push- 
ing for. 

Unless a rival bidder 
emerges, they are expected to 
accept the revised terms. Fund 
managers at PDFM, M&G, 
Schroder Investment Man- 
agement and Robert Fleming 
control more than 50 per cent 
of T&N's shares. 

Hopes of a rival bid have 
faded, after indications that 
Dana Corporation of Ohio 
would not be ready in Hmp to 
derail the agreed bid talks. 

Analysts have not ruled 
out a challenge from Dana 
after the . formal offer is 
announced. 


AGF considers ‘poison pill’ defence against Generali 


By Andrew Jack in Paris 

AGF, the French insurance group, is 
understood to be considering defensive 
moves to block the hostile takeover 
bid launched on Monday by Generali, 
its Italian rivaL 

Its moves include requests to 
friendly investors to take larger stakes 
and tbe development of "poison pills" 
which would make an acquisition less 
attractive. 

The French insurer is believed to 
have made contact with its largest 
shareholders - representing more than 


40 per cent of the total capital - in an 
effort to prevent them supporting the 
Generali bid of FFrS5bn (S9.35bn). 

AGF strongly criticised the surprise 
bid. The company argued “the price is 
definitely not right", contrasting Gen- 
erali’s FFr300 a share offer with AGFs 
net asset value of FFr282 a share at 
the end of June - a premium of “only” 
6 per cent 

The assessment comes in spite of 
Generali's argument on Monday that 
its bid represented a premium of 47 
per cent over the AGF average share 
price during the previous six months. 


Tbe comments came before an AGF 
emergency board meeting due to be 
held this week to approve a defence 
strategy and to select a leading invest- 
ment bank to co-ordinate the cam- 
paign. 

It is understood that Ifil, the Italian 
group, will continue with its friendly 
bid - being made jointly with AGF - 
for Worms, the French financial and 
industrial holding company. Iff! has 
agreed, as part of its takeover plan, to 
sell AthCna, Worms* profitable insur- 
ance subsidiary, to AGF and it is 
thought that tbe company will keep to 


this arrangement. However, Generali 
hinted that it might take action to 
block this deal Generali was among 
the short-listed candidates to acquire 
Athena before tbe Ifil-AGF bid this 
month. 

Francois Pinanlt the French finan- 
cier who set off the bidding war by 
launching a hostile bid for Worms last 
month, has until this evening to make 
an increased offer if he intends to pur- 
sue his takeover attempt 

Lex, Page 18 

Generali hopes to make history. Page 22 
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Sega and 
Atlus to 
set up US 
venture 

By Gwen Robinson in Tokyo 

Atlus, a Japanese game- 
machine maker, which 
co-developed the popular Print 
Club photo-sticker machines 
with Sega Enterprises, said 
yesterday that the two com- 
panies would establish a 
Californian joint venture this 
month. 

The move coincides with 
Print Club's US debut after its 
phenomenal success in Japan. 
The machines produce thumb- 
nail size photo stickers of 
users in a variety of settings 
and frames. There are now an 
estimated 20.000 such 
machines throughout Japan, 
each averaging about Y30.000 
<8248) a day in sales. 

Print Club's success helped 
Atlus make a successful debut 
on the over-the-counter market 
earlier this month. On Tues- 
day. however, trading in Atlus 
shares was suspended amid 
reports that the company was 
expanding its overseas busi- 
ness activities. Atlus said last 
night that companies involved 
in the production of Print Club 
machines, including Sega. 
Itochu. IBM Japan, Mitsubishi 
Electric and Sony, would 
invest in its US unit. Atlus 
Dream Entertainment Atlus 
will hold a 51 per cent stake in 
the company and boost its cap- 
italisation to 83m. 

Sega, which last year relied 
on Print Club sales for more 
than half its total annual w>K 
will place the machines in its 
US game centres. The com- 
panies will initially remodel 
existing Print Club machines 
in Japan and export them to 
tbe US for installation in game 
arcades, shopping centres, 
theatres and other entertain- 
ment-related locations. Atlus 
said it would ship more than 
2,500 machines to the US by 
the end of the year. If Print 
Club la as successful as Atlus 
and Sega predict, the compa- 
nies intend gradually to trans- 
fer production to the US. 

In addition, Atlus Dream 
Entertainment will also sell 
photo-sticker machines 
equipped with multimedia 
functions, which are about to 
be launched in Japan. 

Atlus said the US venture 
would not alter its earnings 
forecast for the current busi- 
ness year to March. For the 
full year, the company expects 
a pre-tax profit of YlA2bn, up 
64 per cent from the previous 
year, and growth of 104 per 
cent in after-tax profit to 
Y7.4bn, on sales of YSObn. up 
64 per cent 
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They have been endlessly 
patient, but It seems that for- 
eigners are giving up on the 
Japanese stock market, having 
been net buyers of equities in 
Tokyo throughout the 1990s. 

For the past three years, 
they have invested at the 
annual rate of $50bn, s ee ki ng 
supposed recovery potential. 
But tbe overall returns have 
been seriously disappointing at 
about minus 4 per cent a year 
in dollar terms since the begin- 
ning of 1994. Now the Nikkei 
Average’s latest loss of 16 per 
cent in under three months 
may prove the last straw. 

Merrill Lynch's latest Gallup 
poll, carried out last week, 
found that among US fund 
managers bears of Japan out- 
weigh the bulls by 31 per cent. 
As for UK-hased managers, at 
a balance of minus 13 per cent 
they have gone significantly 
negative for the first time 
since 1990- 

On the plus side, foreign 
managers have often managed 
to beat fire indices in Japan, 
and a lot of money has been 
made in the “nifty” export 
stocks during the past year or 
two. UK pension funds, for 
instance, have beaten the 
Tokyo index returns by 8 per 
cent over the most recently 
reported 12 months. 

But it does not appear that 
many global managers are In 
the mood to respond to ING 
Barings' contrarian advice this 
week to shift money from con- 
tinental Europe to Japan on 
the basis that pessimism in 
Tokyo has reached an unsus- 
tainable extreme. 

Yesterday, news of another 
small hank 's collapse sent tbe 
Nikkei briefly down through 
17,000. It rallied, but without 


Ihe consistent foreign support 
that it has received in recent 
years, there is a clear risk that 
the Nikkei - under pressure 
from, the unwinding of cross- 
holdings - win go on further 
down to test 14,485, the 1995 
low. 

Momentum currently domi- 
nates in the global markets 
and contrarian investors are 
scarce. The right strategy in 
equity markets has been to 
run tiie winners on and on. 
and abandon hope for the los- 
ers. Perhaps there are a few 
bottom fishers in the Asian 
Tiger markets. But Japan is 
locked into a multi-year debt 
deflation crisis that will have 


Japan is locked 
into a mufti-year 
debt deflation 
crisis that will 
have to get 
worse before it 
is resolved 


to get worse before it is 
resolved. The news agenda 
tends to be grim. Corporate 
earning s are being down- 
graded, more life insurance 
failures are in the pipeline and 
the banks are feeing new loan 
disasters in Thailand and else- 
where. 

Foreigners have in fact 
missed the least bad invest- 
ment opportunity in Japan by 
shunning JGBs. Tbe total 
return on 18-year bonds so far 
this year has been some 7 J per 
cent But foreign investors find 
it hard to get their minds 


round a situation where bonds 
rise and equities falL However, 
there was something of a 
sell-off in JGBs In London yes- 
terday as international ner- 
vousness grew over the eco- 
nomic package expected next 
week in Tokyo. 

The persistency of the mar- 
ket trends reflects the absence 
of normal cyclical fluctuations. 
Japan's economy is locked in 
an uncomfortable symbiosis 
with that of the US - Japan 
saves and exports while the US 
consumes and invests. Points 
of tension include the asset 
price inflation being generated 
in the US, which upsets Alan 
Greenspan, the chairman of 
the US Federal Reserve, and 
the yawning trade gap. which 
stimulates US industrial lobby- 
ing and aggressive trade 
posturing. 

Tbe key imbalance, thoug h, 
may be in the respective gov- 
ernment finances, with the 
Americans cruising towards a 
surplus while Japan is head- 
ing. in the medium term, 
towards a black hole. The 
imminent spending proposals 
may include reductions in 
company taxes and support for 
the property market But they 
will serve to underline the 
puzzle that Japan’s rapid fiscal 
deterioration is combined with 
all-time world record low band 
yields. 

Ten years ago, George Soros, 
the QS-Hungarian entrepre- 
neur, forecast a crash in 
Tokyo, but it actually hap- 
pened in New York. And with 
the 30th anniversary of Blade 
Monday doe this weekend, the 
doomsters are out and about 
again to Wall Street But per- 
haps, this time, it really is 
Tokyo’s turn. 


August 1997 
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COMPANIES AND FINANCE: ASIA-PACIFIC 


Insolvent Japanese bank closed 


By GflEan Tett In Tokyo 

Kyoto Kyoei, a regional 
Japanese bank, was closed 
yesterday after admitting it 
was insolvent The bank’s 
operations will be tafcgn over 
by Kofuku, an Osaka-based 
regional bank, and its losses 
covered by funds from 
Japan’s banking industry 
Insurance scheme. 

The collapse of the bank, 
based in Kyoto, follows the 
merger last week of two 
small Osaka-based regional 
banks, Naniwa and. Fuka- 
toku. which also faced 
severe financial problems. 


The moves have fuelled 
expectations that more 
mergers and failu res could 
soon emerge among Japan's 
fi nancia ll y -troubled regional 
banks. Japanese government 
figures yesterday indicated 
that they were pushing for a 
faster resolution of the coun- 
try’s long-standing regional 
banking problems. 

One Bank of Japan nffirial 
said; "We would like to get 
rid of tbe non-performing 
loan problem as much as 
possible before the start of 
the *btg bang* project next 
April." 

Officials argued that tbe 


latest closures were one sign 
of the impending reforms. In 
particular, government plans 
to introduce better reporting 
requirements nest April are 
encouraging more external 
monitoring. This makes it 
easier for the authorities to 
recognise serious hank prob- 
lems, they said. 

Among the largest hanks. 
Hokkaido Takushoku is 
regarded in the mar kets as 
one source of concern. 

Brian Waterhouse, of 
HSBC James Capel. said that 
about a dozen other smaller 
regional banks had “severe 
financial conditions”. 


Kyoto Kyoei, a small bank 
with a total capital base of 
Yl3bn ($103m), reported 
Y28bn non-performing loans 
at the end of September, 
leaving it with about Y15bn 
worth of losses, the ministry 
of finance said yesterday. 

The Bank of Japan yester- 
day said depositors would 
not lose money and urged 
them to “act sensibly”. 

The losses at Kyoto Kyoei 
would be covered by the 
Deposit Insurance Corpora- 
tion - a government-backed 
fund which levies money 
from bank deposits. 

The B ank of Japan also 


offered emergency loans to 
Kyoto Kyoei and indicated 
that DIC funds may also be 
provided for Kofuku. 

Paul Heaton, analyst at 
Deutsche Morgan Grenfell, 
said: “Using DIC funds 
shows a change in attitude 
among the authorities. 
Before, the strong banks 
would have had to bail out 
tbe weaker ones." 

However, some analysts 
question whether the DIC 
will bare sufficient money to 
cover large-scale bank fail- 
ures. The fund expects to 
attract some Y2.500bn in the 
next five years. 


Evergreen 
to spend 
$3.3bn on 
expansion 

By Laura Tyson In Taipei 

Evergreen, the Taiwanese 
transport group, will spend 
USS&3hn on new vessels and 
aircraft to w pnnd its ship- 
ping and commercial airline 
businesses and reinforce its 
position as the world’s big- 
gest containerised shipping 
concern. 

Chang Bong-fa, chairman, 
said the group also planned 
to diversify into aerospace 
and shipbuilding as part of 

a broader strategy for the 

21 st cent u ry. 

In an interview in yester- 
day’s Chinese-temgaage Eco- 
nomic Daily News, the 
founder of the shipping-to- 
hotels conglomerate said he 
planned to establish a com- 
pany next year to make 
aerospace components and 
airframes, and provide air- 
craft maintenance services. 

He added that he was 
holding talks with several 
leading international air- 
craft engine manufacturers 
and aircr aft makers. 

The group is also inter- 
ested in buyin g (Thin a Ship- 
building, owned by the 
Taiwan g o vern m ent But Mr 
Chang has asked the eco- 
nomics ministry to resolve 
over-staffing problems 
before he seriously consid- 
ers the purchase. 

The group will spend 
USS2bn on 14 new aircraft 
for EVA Airways, the airline 
founded six years ago, 
bringing the fleet to 50. 

Evergreen Marine and 
Dnigiory, its shipping arms, 
own 92 container vessels 
and 24 more are already on 
order. A farther 25 vessels 
will be ordered. 

The company planned to 
open new routes next year 
from Sooth to North Amer- 
ica and from Europe to 
South Africa, Mr Chang 
said. 


Reliance held to 29% rise 


By Krishna Guha 
in Bombay 

Capacity increases at 
Reliance Industries, India’s 
biggest petrochemical com- 
pany, pushed up turnover in 
the first half but profit 
growth was constrained by 
weak product prices. 

Turnover jumped 57 per 
cent to Rs63.3bn ($l.75bn> 
and volumes rose 78 per cent 
as Reliance's new factories 
at its Hazira complex in 
western India came on 
stream. 

However, pre-tax profits 
rose 29 per cent to Rs8.4bn in 
the sax months to September 
30. 

The results deflated a bub- 
ble in Reliance shares. In the 
past three days 120 m shares 
worth about RsSObn have 
changed hands - equivalent 
to more than one-quarter of 
the company’s share capital. 


Prices soared from Rs363 
on Thursday morning to an 
intra-day high of Rs442 on 
Monday, before falling 
sharply yesterday to close at 
Rs394 on tiie National Stock 
Exchange. 

A] ay Jlndal, petrochemical 
analyst at Caspian Securi- 
ties. said local speculators 
had gone into the market 
after foreign institutions 
bought Reliance shares with 
the expectation that results 
would exceed forecasts. In 
fact they were largely in line 
with expectations. 

Reliance commissioned a 

200.000 tonne a year polyeth- 
ylene plant and raised out- 
put at its ethylene cracker 
plant by 50 per cent to 

750.000 tonnes a year. It has 
brought on stream 10 new 
plants within 12 months. 

This expansion Is set to 
continue. It plans to commis- 
sion two more plants with a 


•> c.. r i V'- v..-. u .;xv- * . 

. ;190 -■ . . '.A 1 1 



Vico r « ■ * •':> j 

•swj ii. ‘ 


total capacity of 470,000 
tonnes by December. Output 
should also be increased in 
the second half as plants 
reach full capacity. 

Reliance says there Is no 
shortage of demand for its 
commodity products - poly- 
ester and polymers. But the 


company faces continued 
pressure on prices. 

This follows a reduction In 
tariffs on Reliance’s prod- 
ucts from a Tnavimum of 150 
per cent to about 30 per cent. 
World polymer prices fell in 
the first half and polyester 
prices are expected to 
weaken in the second. 

“There is general over- 
capacity,” said Jyotivardhan 
Jaipuria, vice-president of 
DSP Merrill Lynch Securi- 
ties. There is also a risk that 
south-east Asian producers 
“could dump products in the 
international market if 
demand in their home coun- 
tries collapses", he added. 

Interest and depreciation 
charges rose from Rs2.4bn to 
Rs5.4bn. The company made 
no tax provision at the half- 
year stage. Earnings per 
share rose 28 per cent to 
Rs36.3. There was no divi- 
dend. 


Air China plans overseas float 


By James Handing 
in Shanghai 

Air China, the government- 
owned flag carrier, is plan- 
ning to list on international 
stock markets, underlining 
China’s commitment to an 
accelerated sale of state 
assets. 

The decision by China’s 
largest airline to issue 
shares on domestic and over- 
seas exchanges follows Presi- 
dent Jiang Z emin ’s pledge 
last month to give greater 
independence to state com- 
panies and diversify forms of 
ownership in the Chinese 
economy. 

Yin Wenlong, Air China 
president, yesterday told 
China Daily, the official gov- 
ernment newspaper, that 
capitalising on the stock 
market is a must for the car- 
rier’s further development as 
competition hots np in both 
domestic and international 
aviation markets". 



The road to market: Air China’s plans are at an early stage 


An official said that “plans 
for the listing are at a very 
early stage”, but Mr Yin had 
made the announcement to 
“mobilise” different sections 
of the company. 

Two other carriers - 
China Eastern Airlines and 


China Southern Airlines - 
have already listed this year 
on the Hong Kong and New 
York stock markets. 

Mr Yin said that a “special 
working team” had been set 
up to prepare for the public 
offering, which analysts 


expect to follow the example 
of China Eastern’s dual list- 
ing. 

Air China, the only carrier 
allowed to use China's 
national flag, operates a fleet 
of 65 aircraft flying 144 
domestic and foreign routes. 

It has annual revenues of 
Ynll.5bn ($1.4bn) and assets 
worth Yni9-3bn, according 
to yesterday’s statement. 

Partial share offerings 
from some of China’s leading 
aviation companies form 
part of the strategy of the 
Civil Aviation Administra- 
tion of China to improve effi- 
ciency and international 
competitiveness in the air- 
line industry. 

Xia Xinghua. of the CAAC, 
said yesterday: “We expect 
that a bloc of China civil 
aviation shares, including 
aviation companies and 
airports, will be formed in 
domestic and overseas stock 
markets in the coming 
years.” 


Hutchison 
moves 
into US 
telecoms 

By John Ridding 
in Hong Kong 

Hutchison, Whampoa, the 
Hong Kong property and 
infrastructure arm of Li 
Ea-shing’s business empire, 
yesterday ann ounced it was 
moving into the DS telecom- 
munications market with 
the USS322m acquisition of 
stakes in Western Wireless, 
tbe Washington state-based 
operator. 

Hie Hong Kong group win 
pay US$248m for a 20 per 
cent stake in Western PCS 
Corp, a subsidiary of West- 
ern Wireless, and a further 
US$74m for a 5 per cent 
stake in Western Wireless, 
the parent of Western PCS. 

Hutchison described the 
deal as the formation of a 
global alliance between 
Western and Hutchison 
Telecommunications, the 
tele ** 1 ” 1 ** arm of of the Hong 
Kong conglomerate. 

It marks the latest step in 
Hatch Ison’s International 
expansion, which has 
included stakes in operators 
in Asia, continental Europe 
and Orange in the UK. 

“This is our first major 
step into the US telecommu- 
nications market,” said 
Hutchison. “Since one of 
Hntchison’s Hong Kong 
mobile networks and 
Orange’s UK network both 
operate on a GSM platform, 
there will be excellent 
opportunities for the devel- 
opment of roaming services 
with Western’s GSM net- 
work in the US.” 

John Stanton, chairman 
and chief executive of West- 
ern Wireless, said the deal 
would support the group’s 
expansion plans. 

He added that the partner- 
ship would allow Western to 
accelerate the development 
of markets purchased at 
recent auctions. 

Western offers cellular 
services In 15 states in the 
west of the US and seven 
metropolitan markets. This 
year. Western Wireless’s 
PCS network was granted 
licences for 100 new mar- 
kets through auctions con- 
ducted by the Federal Com- 
munications Commission. 
As a result, the combined 
cellular and PCS licences 
cover almost 60 per cent of 
the continental US and 
Hawaii. 

Hutchison wtD buy newly, 
issued shares representing 
19.9 per cent of the enlarged 
share capital In Western 
PCS Corporation, the hold- 
ing company for all US PCS 
investments by Western 
Wireless Corp- 

Hntchison will also pur- 
chase newly Issued shares in 
Western Wireless Corp. 


ASIA-PACIFIC NEWS DIGEST 


Dentsu in Y99bn 
share placement 

Dentsu, Japan’s largest advertising agency, m te nds.to 
raise Y98£bn (?8l8m) through a share placem ent ne xt 
nvwith. The move is intended to pay for new program- 
ming rights, additional overseas investment and the com. 
struction of a new headquarters. The group, which is not 
quoted, jntepris to place 260,000 new shares .with 24 banks 
and insurance companies by November 27. 

When the issue Is completed, several existing shar e- 
holdings will be diluted. Kyodo News, Japan’s largest ■ 
news agency and Deatsu’s biggest shareholder, will see 
its stake reduced from 2&S per cent to 22£ per cent. The 
holding of Jiji, another news agency and the second larg- 
est shareholder, will fall from 20.1 per cent to IKS per . 
cent. 

Dentsu said half the funds would be used to help com- 
plete its new headquarters at Shiodome, in Tokyo’s Min- 
ato ward. The group acquired the site in February in ah 
auction held by Japan National Railway Settlement Carr ; 
po ration. It was then estimated that Dentsu’s new head- 
quarters would cost about YWObn. After the purchase. 
S tandar d & Poor’s, the rating agency, downgraded Dent- 
su’s debt from AH- to Al. The company is located in Tsu- 
kfii. near the world’s largest fish market The r emaind er 
of the proceeds would.be used to st re ngthen the. group's . . 
financial position, acquire prog ramming rights, and 
invest overseas, said Dentsu. The company has operations 
in 40 countries. Paw* Abrahams, Tokyo 

■ PAY-TV 


Australis to fight block on merger 

Australis Media, the pay television company, said yester- 
day ft would contest the decision by the Australian Com- 
petition and Consumer Commission to seek an injunction 
MoriHrig - jts plann ed merger with Foxtel. The co mm iss ion 
said it was seeking tbe injunction on the grounds the 
merger was likely to damage competition In the local tele- 
phony and pay television m arkets. 

But Australis maintained that the commission's action ' 
was “based on very spurious grounds that we don’t sub- 
scribe to”. Foxtel is jointly owned by Rupert Murdoch's 
News Corp and Telstra, the telecommunications group. 
Telstra's rival, Optus Communications, and its pay-TV 
arm, Optus Vision, have opposed the merger, which has 
already been blocked mice by the ACCC. Optus is 49 per: _ 
cent-owned by Cable and Wireless of the UK- 
Under the proposed Faxtel-Australis merge:. News Corp 
and Telstra would have jointly owned about .66 per cent-af 
the combined Australis-Foxtel group. 

The ACCC said it had asked Foxtel Telstra and Aus- - 
t rails tf> givfr imd ar tialring H thwy wrmld provide it with . 

advance notice of further steps to complete the merger 
but the three parties had not agreed to do so. As a result 
the commission said it had taken court action. The first 
hearings would be in Sydney’s Federal Court tomorrow. 
Australis shares fell 5.5 carts to close at 12L5 emits on 
Tuesday after earlier touching an all-time low of 11 dents. 

Reuters. Sydney 

BATTERIES 


GP buys Duracell US operations 

GP Batteries International, a battery manufacturer listed 
in Singapore, is to buy some of DuraceU's battery assem- 
bly operations in the US. 

The move represents an. attempt by. the Singaporq.com- 
pany to strengthen its position in the rechargeable bat- 
tery market and tap into DuraceU's technical expertise. It 
plans to make lithium ion cylindrical batteries and bat- 
tery packs using DuraceU's technology. 

GP Batteries, an associate of Gold Peak Industries Hold- 
ings, a Hong Kong company, did not disclose the cost of 
the deal, which is expected to be completed by the end of 
this year. It is relatively rare for a Singaporean manufac- 
turing concern to make acquisitions in the US. GP Bat- 
teries said it would operate its faefflty at DuraceU's plant 
in Waterbary, Connecticut by leasing space from Dura- 
cell The two companies would embark on joint research 
and development following completion of the deal. GP 
may also seek to expand Its lithium ion battery operations 
beyond the US, executives said. Duracell is a subsidiary of 
Gillette. _ James Synge, Kuala Lumpur 
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Standard % Chartered 

Standard Chartered PLC 


US$400,000,000 Undated Primary 
Capital Floating Rate Notes 

in accordance with the provisions of the Notes, 
notice is hereby given that for the Interest 
Determination period from 15 October 1997 to 
17 November 1997 the Notes will carry Interest at 
die rate of 6.00 per cent per annum. 

Interest accrued to 17 November 1997 and payable 
on 14 January 1998 will amount to US$55.00 per 
US$10,000 Note and US$550.00 per US$100,000 
Note. 

West Merchant Bank Limited 

Agent Bank 


LOTHBURY 

Lothbury Funding No-1 PLC 
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dan A2 Motes 


Mortgage Backed Floating Rate Notes 
due 2031 

In accordance with the provisions of the Notes, notice 
is hereby given that for the three month period 10th 
October 1997 to 12th January 1998, the Class A1 
Notes. OSS A2 Notes and Class B Notes will carry an 
interest rate of 7.55938%. 7.75938% and 855938% 
per annum respectively. The Interest payable per 
£100.000 Note will be £332.05 for the Gass AJ Notes, 

£1,99831 for the Class A2 Notes and £2^0433 Tor the 

Class 8 Notes. 
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BANCO CENTRAL DO BKAS&, 


A Prime Site 
for your 

Commercial 

Property 


Advertise your property to 
approximately 1 million FT 
readers in 160 countries. 

For details: 

Tina McGorman 
+44 (0)171 873 3252 

Fax: +44 (0)171 873 3098 


PERSONAL 


PUBUC SPEAKING 

Tralmgato^aeetowrfcgbyward 
uftvtog spado: 

Fast lemon tea. 

-ft* (0132*52288) 
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METRO AG 

METRO FINANCE B.V. 

Can$ 100,000,000 Collared Floating Rate Notes 1993/2003 
(Issued under the DM 2 billion Multi -Currency Euro Medium Term Note 
Programme of METRO AG) Tranche-No.: LI 

The Roe of hteresi appficabie to the Interest Period bom October 15, 1997 
to January J4, 1998 Incfusrveiy, was determined to be 8.5 per cent per 
annum. Therefore, on January 15, 1998 Interest per Note of CanS 1.000 
principal amount In the amount of CanS 16.38 and interest per Note of 
Cartf 1 0,000 principal amours in the amount of CanS 163.84 is ebe. 

Frankfurt am Main, October 1997 

Dresdner KJelnworl Benson 

Drasdnar Bar* Atatenposeltechafl 
Calculation and Principal Raying Agent 



All Futures, Options 
& Margined Forex 

Cwad; James AHsn 
T»: 0171 337 3999 
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DSD 20 000 600 000 EURO MEWUM TERM NOTE PROGRAMME 
OFSOCIFrEGENEBALE, 
SCASOCTETECENEBALE ACCEPTANCE MV. 

AND SOC1ETE GENERALS AUSTRALIA LIMITED 

SERIES 52/94-4, TR1 

SGA SOOETE GENERALE ACCEPTANCE N.V. 

FRF 1 1M 0M 000 FLOATING RATE NOTES DOE 2004 
1SIN CODE : XS004819Q556 

For the period October 13, 1997 to January 13. 1998 
tbe new rate bos been fund at 7.529301 % P.A. 

New payment doe : January 13, 1998 
Coqpon nr : 14 
Amount : 

FRF i 924.15 for the denomination of FRF 100000 
FRF 19 24i SS for tbe denomwadon of FRF 1 000 000 

THE PRINCIPAL PAYING AGENT 

SOdEHE GENERALE BANK A TRUST SA.-UJXEMBODRG 


COMPANY NOTICES 


ORLEANS STREET 
FSC, INC. 

A US. Virgin Uaads cot yn atjon 
is avaihble to arrange leans of | 
UK manufactured property to be 
used pr edominan tly outside flje 
US. If interested, please contact 
the company at 

Orleans Street FSC, Inc. 
Gfihuik BtaMuifc Suite 208 
St Tbomas, ILS. VJ. 00801 
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COMPANIES AND FINANCE: THE AMERICAS 


WorldCom expects MCI to back BT bid 


By WQQom Lewis In New York 

WorldCom, the us telecoms 
company which earlier tide month 
hid a record $30bn for MCI Commu- 
nications, signalled yesterday it 
expects MCI win continue publicly 
to support an earlier *24bn bid 
from British Telecommiroiratin ns ~ 

The board of MCI announced last 
week that -Sts banking and legal 
advisers were analysing details of 
WorldCom's bid, ahead of another 
board meeting likely to be held 
later this vreefc. 

Xn a letter sent yesterday to all 


Md shareholders, Bernard Ebbcrs, 
WorldCom's president and chief 
executive, said that following 
MCTs advisers’ review of World- 
Corn's bid, "MCI may be soliciting 
your vote in favour of BT*s acquisi- 
tion of MCL” 

Mr fibbers' comments reflect 
WorldCom's belief that under the 
terms of MCI's proposed Hnk up 
with BT. MCI has little choice but 
to continue publicly to support 
ST’S offer - despite the likelihood 
that its shareholders will vote the 
deal down in favour of WorldCom’s 
mare lucrative offer. 


It follows detailed analysis of the 
terms of BTs link-up with MCI by 
experts. "This is a complex game," 
one expert said yesterday. “But the 
writing seems to be dearly on the 
wall for what MCI is likely to do." 

MCI faces paying a penalty of 
$450m to BT, plus up to $l5m In 
expenses. If it foils to continue to 
support BT's offer. Experts say 
that if MCI’s advisers conclude the 
WorldCom bid is superior to BT's. 
MCI directors will be able to (men 
official talks with WorldCom but 
will not be able to change its 
recommendation to shareholders to 


support the BT deal without pay- 
ing the cash penalty. 

Experts argue that MCI is also 
unlikely to want to harm its future 
negotiating position with World- 
Com by informing it that its bid is 
superior to BT's. 

Payment of the penalty Tee 
would also prevent WorldCom and 
MCI from structuring the deal as a 
pooling of interests, rather thaw as 
an exchange offer, which would 
substantially boost earnings. US 
accounting rules stipulate that If 
MCI was forced to make the $450m 
payment to BT. the prospective 


takeover could not be defined as a 
pooling of interests. 

As a result, analysts say that 
WorldCom’s expectation is that 
MCI will conclude that it is in its 

best Interests to let shareholders 

decide whether to accept or reject 
BT's offer at a special meeting later 
this year. 

Such a strategy is also likely to 
help force BT's hand to negotiate a 
three-way deal, experts believe, 
because under its agreement with 
MCI, should MCI shareholders vote 
against their deal. BT is not enti- 
tled to any penalty payment. 


Finance groups 
beat forecasts 


BEJEmBEr. 
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By WJffimn Lewis 
in Now. York . 

Strong investment banking 
performance helped Merrill 
Lynch, Bear Stearns and Pai- 
ne Webber, three US finan- 
cial groups, to report better 
than expected quarterly 

results. 

Merrill Lynch, one of the 
leading investment banks, 
achieved record quarterly 
net earnings - up 49 per cent 
an the third quarter of 1996 
at $493m, and ‘2 per cent 
above the previous record of 
$481m achieved In the sec- 
ond quarter this year. 

Earnings per share 
increased to $1,24 fully 
diluted, compared with 84 
cents In the third quarter of 
last year and $123 In the sec- 
ond quarter of 1997. Analysts 
bad been expecting $L 21 . 

Investment banking reve- 
nues rose 47 per cent to a 
new high of >691 m. 

Non-interest expenses 
increased 25 per cent from 
the third quarto 1 of 1996 to 


$3.3bn, including $2bn on 
compensation and benefits. 

David Komansky, chair- 
man and chief executive, 
said that “in a robust market 
environment, our earnings 
continued to show strength 
across the board”. 

However, in morning trad- 
ing Merrill shares dropped 
1.7 per cent or $lfi to $75*}. 
partly on concerns about the 
sustainability of such strong 
earnings. 

Charles Vincent, an ana- 
lyst at PNC Institutional 
Investor Services said: “Mer- 
rill and the rest are benefit- 
ing from the on -going bull 
market. But even if that per- 
sists, the quarter-os-quarter 
comparisons are getting 
tougher and they will run 
out of the ability to generate 
huge increases in revenues 
and earnings'’. 

Bear Stearns, the invest- 
ment bank and securities 
trading firm consistently 
rumoured as a potential 
takeover target, reported net 
earnings for its fiscal first 



Acquisition lifts 
NationsBank 


Merrill chief David Komansky: Tobnst market* snow vatakn 


quarter of $161.6m, up 49 per 
cent on the comparable 
quarter last year, but mar- 
ginally down on the previous 
quarter of this year. 

Earnings per share were 
$1.11, compared with ana- 
lysts' expectations of $1.07. 

Investment banking reve- 
nues increased 101.8 per cent 
to $2i9.3m, due maiuly to 
equity and high yield under- 
writings and mergers and 
acquisitions activity. 

Morning trading saw 
shares in the firm fall $V* to 
$44%. 


PaineWebber, the Wall 
Street brokerage, declared 
record quarterly net earn- 
ings at S1222m, or $1.06 a 
share - an increase of 41 per 
cent from $802m in the third 
quarter of 1996. 

Analysts had been expect- 
ing earning s per share of 84 
cents and the share price 
increased $ft, or 1.91 per 
cent, to $50%. 

Assets under control 
increased during the quarter 
to $28&.6bn. up 23 per cent 
from the corresponding 
period a year ago. 


By John Authors 
in New York 

NationsBank. the 
acquisitive North Carolina- 
based commercial bank, yes- 
terday announced sharply 
improved results for the 
third quarter, thanks 
mainly to the purchase of 
St Louis-based Boatmen’s 
Bancshares. 

However.' non-interest 
income, from activities such 
as investment management, 
improved much more than 
loan income, in line with 
analysts' forecasts, and bad 
credit card debts increased. 

The dilutive effect of the 
shares issued to buy Boat- 
men's meant that there was 
a relatively small return for 
shareholders. While earn- 
ings per share on a cash 
basis rose from $ 1.11 to 
$123, fully dilated earnings 
rose by less than 3 per cent, 
from $1.05 to $1.08. Its 
shares fell slightly in morn- 
ing trading, down $% at 
$65%. 


Non-interest ineome rose 
38 per cent to 3l22bn, 
reflecting growth in areas 
from investment banking to 
deposit accounts. Income 
from loans increased 24 per 
cent to $2bn, thanks to a 21 
per cent increase in average 
loans, and an increase of 11 
basis points in the average 
Interest yield for the bank. 

Net charge-offs - or write- 
offs - for the quarter were 
8199m, or 0.53 per cent of 
average net loans, up from 
0.44 per cent for the third 
quarter of last year. Credit 
cards suffered a charge-off 
rate of 6.74 per cent, much 
worse than the 4.67 per cent 
recorded a year ago. 

These results include 
neither the acquisition of 
Montgomery Securities, the 
San Francisco-based 
investment bank, which was 
completed at the be ginning 
of this month, nor the 
Sl5.5bn purchase of 
Jacksonville-based Barnett 
Banks, which was 
announced in August. 


Mixed 
results at 
telecoms 
groups 

By NDckf'Tatt hi Chicago 

Sprint, the third-bigg est 
long-distance telecommuni- 
cations carrier in the US, 
yesterday announced a 33 
per cent fall in after-tax 
profits In the third' quarter 
as a result of losses from 
new ventures. 

By contrast, Amerftech, 
the Midwest local carrier 
which has been pushing to 
gain access to the 
long-distance market, came 
in slightly ahead of ana- 
lysts' estimates with an 18.1 
per cent improvement in 
third-quarter earnings. 

In the three months to the 
end or September, Sprint 
saw aftertax profits slide to 
$2ii.7m, compared with 
S3 162m in the same period 
a year earlier. 

Revenues were $3-79bn, 
up from $3JS2bn previously, 
and earnings per share fen 
from 72 cents, to 49 cents. 

A survey of; analysts’ 
expectations by First Call, 
the research agency, had 
suggested that the average 
forecast for earnings per 
share was 52 cents- 
The revolt " brought 
Springs profits for the first 
nine mouths to $7B7.6m, 
down from. $938.5m a year 
ago, on revenues of $ 11 . 11 m 
against $l0-3bn- 
Sprihffs “core” businesses 
- which exclude joint ven- 
tures and “emerging” 
operations — ’ performed 
fairly well, re p o r t i ng an 8.5 
per cent improvement, in 
third-quarter profits, at 
$404m. 

Operating margins to the 
long-distance unit were also 
higher, at 12 . 8 . per cent, 
compared with 12.1 per cent 
previously. . 

But Sprint's' equity inter- 
est in the Global One ven- 
ture, an affiance with Deut- 
sche Telekom and France 
Telecom, contributed a loss 
of ft tim, up from $24m pre- 
viously, aw* its share of cel- 
lular personal communica- 
tions services (PCS) losses 
jumped from $47. 6m to 
$186.9m- : 

However, Wall Street 
focused on the underlying 
core improvement, and 
Sprint’s shares rose Sl% to 
$52% in early trading. 

Meanwhile, Ameritech 
gave analysts a pleasant 
surprise when it reported 
third-quarter profits of 
$6ism after tax, up from 
$5l9m a year earlier. 

Earnings per share 
jumped from 94 cents to 
$1.12, compared with an 
average forecast of $1.04. 

Net profits for the. first 
nine niffpW 1 * were $L69bu, 
compared with $l.56bn. 

The news pushed Ameri- 
tech's shares $4 higher to 
$68£ in early trading. 


TI boosted by 
strong sales of 
semiconductors 


By Louise Kahoe 
In San Francisco 

Texas Instruments reported 

higher-than-expected third- 

quarter earnings, boosted by 
s tr ong sales of semiconduc- 
tor chips used in digital cel- 
lular telephones. 

The electronics group, 
which has divested several 
operations over the past 
year, is now focused largely 
on its semiconductor busi- 
ness, which represented 84 
per cent of total revenues in 
the third quarter. 

Revenues were up nearly 4 
per cent at $£5bn, compared 
with $2.4bn in the same 
period last year. Net income 
for the latest quarter, exclu- 
ding special items, was 
$239m, or $120 a share, com- 
pared with $13m, or 6 cents a 
share, last time. Wall Street 
analysts had forecast earn- 
ings of about $1.14 a share. 

Although earnings were 
above expectations, TTs 
shares were down $5, or 
about 33 per cent, at $136 in 
mid-session yesterday amid 
a broad retreat in high-tech 
stocks. 

Special Items recorded in 
TTs third-quarter resultB 


Included a gain of $1.47bn 
from the sale of its defence 
business, which brought net 
income to $1.71bn or $856 a 
share. In the year ago quar- 
ter, net losses were $147m, or 
78 cents a share, including 
an acquisition charge. 

TI said semiconductor rev- 
enues rose 22 per cent In 
particular, sales and orders 
for digital signal processor 
(DSP) chips ware very 
strong. These devices are 
used in a wide range of 
applications that Involve 
translating "real world" 
analogue signals such as 
voIcb and video into the digi- 
tal signals of the computer 
world. 

DSP and related chips rep- 
resented about one-third of 
the company’s total reve- 
nues, said Bin Ayleswortb, 
chief financial officer. TI 
now holds a 45 per cent 
share of the $3bn world mar- 
ket for DSPs, according to 
industry analysts. 

TI would be “very aggres- 
sive in our efforts to extend 
our leadership” In DSPs, said 
Mr Ayles worth, “We believe 
our focus in that area will 
give us opportunities to con- 
tinue our revenue growth.” 


Kodak confirms 
negative outlook 
as earnings fall 


By John Authors 

Eastman Kodak, the US 
photographic products 
group, yesterday announced 
sharp falls in sales and prof- 
its for- the third quarter, con- 
firming the negative outlook 
for the company which it 
outlined in a profit warning 
last month. 

The company has already 
started aggressive cost cuts, 
which win involve a 20 per 
cent reduction in the total 
number of managers. It 
promised yesterday it would 
give investors further infor- 
mation about cost reductions 
and growth strategies next 
month. 

Total sales were $3.77bn 
for the third quarter, a 
decline of 9 per cent 
compared with the same 
quarter of last year, while 
AHtTringa ware $282m, or 71 
cents a share, a 42. per cent 
fait. 

George Fisher, Kodak 
chief executive, said: “We 
are making significant 
changes in the company’s 
operations to compete effec- 
tively in this environment 
We will accelerate efforts to 


reduce our cost structure, 
white sustaining our invest- 
ments in those growth initia- 
tives important to our 
future, and we will continue 
to strengthen our leadership 
team-" 

Numerous factors contrib- 
uted to the poor results, 
including the strong dollar, 
increased competition in its 
core film products business, 
and higher losses from its 
newer digital business. 

According to Kodak, a pre- 
tax charge of $48m, to cover 
a payment which might be 
required as a result of litiga- 
tion, accounted for 9 cents a |( 
share. Currency pressures 
also hit the results, with the 
strengthening dollar reduc- 
ing third-quarter earnings by 
the equivalent of 20 cents a 
share. 

Currency effects meant 
that revenues were weakest 
outside the US, with sales of 
the company's consumer 
products falling 5 per cent to |J 
$l.l3bn, while commercial 
products fed 20 per cent to 
S837bn. 

In early New York trading 
Kodak’s shares had gained 
m at $64*. 


AMERICAS NEWS DIGEST • 


Japan’s slowdown 
hits paper group 

Paper and forest products company. Weyerhaeuser. . 
reporting a drop In third-quarter earnings, said Japan’s 
economic downturn could hurt Its results into next year. 

"The performance of our timberland and wood products 
businesses has been hurt by a weak Japanese housing 
market,” said John Creighton, chief executive. “We 
believe the slowdown in tbe Japanese market could con- 
tinue to affect our results into next year.” 

Weyerhaeuser reported income before special items of 
$ 10 ?m, or 53 cents a share, cm sales of $2.82bn for tbe third 
quarter ended September 28. This compared with income 
of 8120m, or B0 cents, on sales of $2.85bn in the 1996 quar- 
ter. The results were slightly ahead of Wall Street fore- 
casts of 52 cents a share. 

Reuters. Federal Way, Washington 

■ ENERGY 


Enron exceeds expectations 

Enron, tbe Texas-based international energy group, 
reported third-quarter diluted earnings per share of 42 
cento, down from 45 cents in the same period a year ago 
but ahead of analysts’ forecasts of 34 cents. Revenues for 
the third quarter rose to $5.8bn from S32bn. 

Enron said earnings at its international operations 
almost doubled from 538m to $65m. "The quarter's strong 
performance reflected an increase in earnings from 
Enron’s portfolio or capital investments, in addition to 
increased international merchant activities," Enron said. 
Enron's Capital & Trade Resources, which markets natu- 
ral gas and power in North America and Europe, as well 
as operating non- regulated pipelines and storage, saw 
third-quarter earnings rise from $74m to $98m. 

Reuters. Nieto York 

■ CAR RENTAL 


Doliar fails to dent Hertz 

Hertz Corp said its third-quarter income jumped more 
than 25 per cent on record revenues, even though the 
strong dollar hurt the international performance of the 
world's largest car rental company. 

Hertz said it earned 593.4m, or 86 cents a share, up from 
income of $74J£m, or 69 cents, in the same period of 1996. 
Revenues were a record $1.10bn, up from $l.06bn a year 
earlier. 

US revenues rose 6.1 per cent to $709.4m, while interna- 
tional revenues fell 9.7 per cent to $263m as the higher 
dollar cut its results. Hertz's stock vras down 44 cents at 
$36£0 on the New York Stock Exchange. 

Reuters, Park Ridge. New Jersey 


Invitation 

to the shareholders and holders of participation certificates of 
CreditanstaUrRankverein to exchange their holdings for shares/ 
participation certificates of Bank Austria AG 

The managing board of Bank Austria has decided, with the approval of the supervisory board dated , 

17th September 1997, to invite shareholders and holders of participation certificates of CredNanstalt-Bankvereih 
to exchange their sharasfparticfpation certificates for shares or participation certificates of the same category 

of Bank Austria. 

In addition the exchange ratio is based on a valuation of both banks undertaken by Osterreichische Wirtschaftsberatung 
(Delortte & Touche), and KPMG, two accounting firms. In addition investment banks Goldman Sachs and Salomon Brothers 
have rendered an opinion to the managing boards of Creditanstalt and Bank Austria respectively with respect to thefairness 
of the exchange offer to the respective participants. Following consultation between the managing boards of Bank Austria 
and Creditanstalt-Bankverein. the following exchange ratio was jointly determined, which is at the upper end.of the Valuation 

range determined by the accounting firms: 


t’.i 


Exchange ratio for csxtznsti and preferred shares: 

3:4 

For three common or preferred shares of Creditanstalt, Bank Austria is offering four common or preferred shares of 
Bank Austria, * 

Raiffeisen Zentralbank Osterreich AG will be appointed trustee. 

Sx-chengG ratio vcr cerivlccts-s: 

3:20 

For three participation certificates of Creditanstalt (par value ATS 500), Bank Austria is offering - on account of the 
differing par values - twenty participation certificates of Bank Austria (par value ATS 100). 

• ; ' From 6th October until 3rd November 1997 


E5av:donc eittitteraon*: : 

Creditanstalt shareholders and holders of participation certificates wishing to take advantage of this,exchange offer 
wifi receive dividends from Creditanstalt on a pro rata basis for the 1997 business year for the period January to 
November, and from Bank Austria on a pro rata basis for December. Because of the special dividend entitlement; .which 
is due to provisions in Bank Austria's statutes, the newly issued Bank Austria shares and participation certificates will 
not be fully fungible with Bank Austria's previously outstanding shares and participation certificates until the next 
dividend record date (expected to occur in June 1998). 

Rounding off: 

To round off holdings not divisible by three, Creditanstalt shareholders and holders of participation certificates will 
be permitted to sell at current market prices and without transaction charges a maximum of two Creditanstalt shares or 
participation certificates per customer, provided such Creditanstalt shares or participation certificates are then 
exchanged. 

transaction disrges: 

Customers of Creditanstalt and Bank Austria will not be charged any transaction charges. 

Instructions: 

Instructions should be issued to tile bank branch holding the safe-custody account, in which Creditanstalt shares or 
participation certificates are deposited. 


In addition to the exchange offer, the following alternative cash offer is being made to small Creditanstalt 
shareholders who held no more than 300 Creditanstalt common shares as of 10th January 1997: 

Maximum numbe? a ? cori^isn. shares: 

300 shares 

Record date: 

10th January 1997 


Alternative cosh sner par CreelltertoiaH eoyrancn share: 
ATS 735 


Settlement date: 

3rd November 1997 


Further information: at every Bank Austria and Creditanstalt branch office, and at the Bank Austria hot-line at 
++43 660 312 162, and the Creditanstalt hot-line at ++43 7111 1000. 

Vienna, 1st October 1997 

Banlv% Vustria 
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COMPANIES AND FINANCE: EUROPE 


CNP forced to rethink sell-off plans 


EUROPEAN NEWS DIGEST 


By Andrew Jack in Paris 


Caisse Nationale de 
Prtvoyance, the state-owned 
French life assurance group, 
is being forced to reconsider 
the terms of its partial priva- 
tisation, its chairman - s a id 
yesterday. 

Pierre Damis indicated 
that CNP’s board was dis- 
cussing alternative 
approaches to the long- 
agreed plans to open 30 per 
cent of the group’s capital to 
private investors. 

The changes come after 


the election of France's 
Socialist government at the 
start of June, which has 
proved more reluctant than 
the previous centre-right 
administration to privatise 
state assets. They also 
reflect other factors. 

Mr Damis said the 
planned reforms to social 
security taxes, which will 
increase the levies on life 
assurance premiums, had 
helped trigger a re think on 
the profitability of CNP. 

However, he indicated that 
longer-term factors - includ- 


ing the legal status after a 
partial privatisation of 
CNP’s 970 dvil servants, out 
of the 2,400-strong workforce 
- would also determine the 
structure of a sell-off. 

He stressed that CNP still 
required a recapitalisation of 
FFr3bn ($5l0m), and that 
new ideas on the structure 
of any change in sharehold- 
ing should be put forward 
before by the end of the 
year. 

It is believed that the 
state-controlled Caisse des 
Ddp&ts et Consignations 


financial institution, which 
owns 30 per cent of CNP, is 
also maintaining its opposi- 
tion to such a high propor- 
tion of shares being sold to 
private investors. The state 
owns 42J5 per cent, the Post 
Office 17.5 per cent and the 
Caisse d'Epargne savings 
network 10 per cent 
CNP said it counted sev- 
eral thousand clients for its 
experimental projects sold 
by direct sales, with premi- 
ums of FFrfOm. It said it had 
opened three shops offering 
products and planned one or 


two high street outlets next 
year. 

The use of telephone sales 
and its own distribution out- 
lets mark a break with the 
group’s traditional practice 
of selling policies through its 
partners - the Post Office, 
the Treasury and the Caisse 
d’Epargne. 

The details emerged as the 
group unveiled first-half net 
income of FFr721m, down 
nearly 3 per cent on the 
same period last year. It 
blamed the Call partly on the 
government’s additional tax 


char ges set out in the 1997 

supplementary budget 

The decline echoed warn- 
ings in a report yesterday by 
the credit-rating agency 
Moody’s Investors Service on 
the French life insurance 
sector, which concluded that 
providers faced "many 
short-team challenges”. 

It argued that traditional 
life insurers face consider- 
able difficulties in attempt- 
ing to reverse the estimated 
60 per cent of the mark et 
now controlled by “bancas- 
surance" groups. 


Bezeq sale set 
for November 


Generali hopes 
AGF bid will 


Europe’s M&A bonanza 


Top five advisers account for 82% of transactions by value 


make history 


By Christopher Adams 


Generali would set a 
precedent if it won its bid for 
AGF: no one has yet 
mounted a successful hostile 
bid in the European insur- 
ance sector. 

The chances of a “white 
knight” entering the fray are 
high, said analysts. 

Generali is not the only 
large foreign insurance 
group with an interest in the 
rapidly consolidating French 
market. Allianz, the Ger- 
man-based insurer, has long 
held a desire to expand in 
France. Fortis and ING are 
also interested. 

But the catalogue of fail- 
ure would not make pleasant 
reading for Generali. 

In 1983, Allianz launched 
an unsolicited offer for Eagle 
Star, but lost out in a £968m 
takeover battle to BAT 
Industries. Several Swiss- 
based insurers have also 
managed to fend off 
unfriendly approaches, 
including La Genevoise and 
La Suisse, which eventually 
became part of Swiss Life. 

The late Sir James Gold- 
smith took an unsuccessful 
swipe at BAT, and a joint 
attempt by Uni Storebrand 
and Hafnia to acquire Skan- 
dia also ended in failure. 

There are several reasons 
why a hostile bidder might 
be unsuccessful. First, insur- 
ance companies are stDl con- 
sidered “people" businesses, 
where the assets are the 
skills of staff 


“Success is often very 
much based on the goodwill 
of people. With a hostile bid, 
the odds are you would lose 
a lot of good people in the 
company you’re trying to 
acquire,” said Bob Yates, 
insurance analyst at Fox. 
Pitt Kelton. 

Second, a hostile bid usu- 
ally requires a hefty pre- 
mium. Since most of an 
insurance company's costs 
fluctuate directly with 
claims and the commission 
paid to agents, who sell poli- 
cies to customers, unlike a 
bank where there are more 
fixed assets, it can be diffi- 
cult to claw back this pre- 
mium with cost savings. 

“There is a view that Gen- 
erali has acted unwisely 
because of the speed at 
which they’ve gone about 
this,” said another analyst 

But competition is intensi- 
fying in Europe following 
EU directives to liberalise 
prices, and the big insurers 
are too heavily concentrated 
in their home markets. Hos- 
tile bids may become more 
common as companies jostle 
for position. 

In addition, a spate of 
mergers and acquisitions at 
a national level is reducing 
the number of potential part- 
ners. Royal Insurance 
merged with Sun Alliance 
last year and Axa acquired 
French rival UAP. 

Furthermore, the prospect 
of monetary union within 
two years could act as a spur 
to international deal-making. 


T he explosion of Euro- 
pean mergers and 
acquisitions activity 
| an Monday demonstrated 
! the continuing concentration 
i of power among corporate 
! finance advisers in Europe. 

! Of the six deals that 
I emerged on “Mad Monday", 
all were advised by the Laz- 
ard group. And the top five 
i advisory houses - Morgan 
Stanley, Lazard, Goldman 
Sachs, SBC Warburg and 
J.P. Morgan - continue to 
take the lion's share of a rap- 
idly growing business. 

In the first nine months of 
the year, the top five 
accounted for 82 per cent of 
total transactions by value, 
according to Securities Data. 
With an increasing n umb er 
of more complex cross-bor- 
der transactions, the tradi- 
tional advisers are winning 
out 

Rick Sapp, head of Euro- 
pean M&A at Goldman, . sa i d : 
“We are seeing the break- 
down of the historic net- 
works where local advisers 
had captive clients. Tbe 
larger and more complex the 
deal, the more likely it is 
that a client will turn to the 
big investment banks.” 

However, Lazard has dem- 
onstrated that corporate 
advisers do not need to be 
part of integrated securities 
houses to succeed. “It is the 
conflict of interest in inte- 
grated banks that can create 
the problems, not the lack of 
balance sheet," argues David 
Verey, chairman of Lazard 
Brothers. Lazard yesterday 
leap-frogged Goldman Sachs 
into second place in terms of 
the value of transactions 
handled so far this year. 
Growth is coining from a 


combination of events: 
impending European Eco- 
nomic and Monetary Union, 
low interest rates and high 
stock markets, pressures for 
industrial consolidation and 
the current vogue of share- 
holder value. 

Emu removes a lot of the 
complexity in cross-border 
transactions, in terms of cur- 
rency, and also removes a 
competitive barrier which 
will encourage industry con- 
solidation. 

And deals are driving 
deals, as companies struggle 
to maintain their competi- 
tive position. 


M ichael Zaoui, co- 
head of European 
M&A at Morgan 
Stanley, argues: “As options 
narrow, chief executives get 
more aggressive in pursuing 
their strategic objectives, 
and they are more likely to 
go hostile.” 

Generali, the I talian insur- 
ance group. Is a case in 
point It had wanted to buy 
the Worms & Cie subsidiary 
Athena. But when AGF of 
France announced its bid for 
Athena, Generali felt obliged 
to launch a hostile offer for 
the bidder itself. 

So Ear, activity has been 
concentrated in financial 
services and pharmaceuti- 
cals, but it is expected to 
shift into areas like defence, 
tbe automotive industry, 
retail, telecommunications 
and technology. 

“If you compare Europe 
with the US in terms of 
industrial concentration and 
integration, it has got a long 
way to go.” says Mr Sapp. 
The removal of currency bar- 
riers will facilitate deals and 



Bezeq, Israel’s stateowned telecoms company . yestoday 
filed a draft prospectus, to Israel’s Securities Authority, 

proposing to seU up to 10 per cent of lie company m a 

domestic offering next month. Bezeq said the issue of 5-10 

percent of its shares on the Tel Aviv Stock Exchange 

would take place in the second half of Novem ber. 

Bezeq’s workers, who have staged strikes to protest 
against earlier privatisations, said they had agree d to ih e 
offering. Their unions said 80 per cent of proceeds were 

earmarked for a “security net" for Bezeq workers who 

might lose their jobs because of farther sales of Bezeq 
shares and deregulation of the sector. _ ' , . 

rearjiw thin month, Israel’s co mnnmira t i ons ministry 
said it planne d to break Bezeq’s monopoly over domestic 
communications by January 1999. If the offering is suc- 
cessful, the government will have reduced its stake in the 
company from 63 per cent to 5358 per cent. Cable and 
Wireless, the UK telecommunications company, holds 10 
per cent of the company, while Merrill Lynch, the invest- 
ment bank, bought 12.5 per cent in July for US$250xn- 

Avi MachUs, Jerusalem 


M REPROGRAPHICS 

Oce ahead 30% In third quarter 


Oc6. the Dutch reprographics group, lifted third-quarter 
net profits 30 per cent to FI 50.7m (525.7m) as sales, bene- 
fiting from acquisitions as well as exchange rate move- 
ments. grew 21 per cent to FI L35bn. However, revenues 
from its new printing systems division, acquired from Sie- 
mens Nixdorf of Germany, were up only 7 per cent, and 
would have emerged lower without the favourable cur- 
rency effect . • 

Net profits for nine months were 43 per cent ahead at . 
FI 154m on a 33 per cent increase in sales to FI 3.87bn.- 
After an initial rise, Oc6 shares closed FI 3 lower in 
Amsterdam at FI 253. Gordon Cramb. Amsterdam 


■ ENGINEERING 

Yalmet wins Saab contract 


David Verey: conflict of interest creates the problems 


Valmet the Finnish on pi n earing group, has won the con- .. 
tract to manufa cture Saab Automobile's new high-perfor- 
mance sports car, as yet rmnampri, which is due to start 
production in autumn 1998. Robert Hendry, Saab Auto 
president and ehirf executive, said yesterday Valme t 
would make tbe new car and UK engineering group TWR 
would design it R««h has not yet released details of the 
new high-performance car, giving only the code name of 
the division which is making it - Special Vehicle 
Operations. AFX News. London 


enhance cross-border compe- 
tition in many industries, 
further encouraging them. 

• Merchant bankers argue 
that this flurry of activity 
has not been accompanied 
by any downward pressure 
on fees. 


N onetheless, there 
has been increasing 
competition for advi- 
sory mandates from tradi- 
tional commercial banks. 
This has been the case par- 
ticularly in more leveraged 
deals where those banks can 
provide financing - as in 


Francois Pinault’s hostile 
and highly-leveraged bid for 
Worms. 

“We are seeing a strong 
push by the commercial 
banks into our advisory 
business, but the traditional 
advisers are putting up 
strong resistance,” said Mr 
ZaouL 

Ultimately, it is the 
smaller more locally -orien- 
tated advisory groups that 
are more likely to suffer. 


SPAIN 


Union Fenosa considers alliances 


Simon Davies and 
George Graham 


Union Electrics Fenosa, the Spanish electricity group, 
does not rule out future strategic alliances, according to a 
report filed with the bourse commission in Madrid. Power- 
Gen and Norweb of the UK have been tipped as possibly 
having an interest in tbe company. 

The company said in its filing: “Given the transforma- 
tion the electricity sector in Spain is undergoing, we have 
been considering various scenarios under which we. can 
be integrated into the new system and r^enhance our 
position." It said that/vtitli this in mind, the; company had 
been in contact with various foreign companies but that 
no formal negotiations had begun. • 

Union Fenosa shares last night closed flat at'PtaI.375 
after peaking at Ptal.400. AFX News, Madrid 


CONTRACTS & TENDERS 



0t=£.i-O STATO 


INVITATION TO BID FOR 99.98% OF THE SHARE CAPITAL 
OF COMPAGNIA ITALIANA TURISMO C.I.T. S.p.A. 
TENDERED BY FERRO VIE DELLO STATO S.p.A. 


l Ferro vie rtrflo Slug S.p_A_. tbe Iiafian Railways 
Company, with registered office in Rome, Piazza defla 
Croce Rossa I, 00161, gnenrts to invite bids for its 
99.98% shareholding in GLT. S.p-A^ with registered 
office in Rome, Via Baiberini 86 , 00187, a bo ld ing 
company which operates in tbe to oris, sector through 
Italian and foreign subsidiaries- GLT. S.p-A's share 
capital is currently 3 1 ,723,869,875 Lira. 


j. Parties requiring any further details may apply to Vitale 
Borghesi & C S.p X, who are advising Ferro vie delta 
SOUQ S.pA. in this matter. Contacts can be taken with : 
VITALE BORGHESI & G S.pA. 

Milano. VjaddTOtso 2. 20121 
Attention of : Paolo TORRIANI 
Phone 0*392.723121 
Fax n° 392.860592 


interested parties shall also enclose a fist oE all the 
companies, associations, persons or other legal entities 
through which die control is e x e rci se d up to the ultimate 
shareholder of the interested party ; all possible parties 
providing finance for the p rosp ec tiv e purchase (together 
with a list of any com pani e s which they control or by 
whom they are controlled, unless sack parties are croft 
institutions) as well as the reasons for tbe investment and 
any further kdbnnauau d escri pt i ve of tbe productive, 
commercial, stru c t u ral and financial c h aract e ristics and 
assets of die interested party. 


x Tbe invitation is extended to stock couapmes or other 
legal m uibm operating in the tourist sector or involved in 
closely related activities. Intermediaries and trustees are 
excluded. In tbe event of several parties, acting by mutual 
a g reem e nt, being interested in the purchase, each such 
party must comply with tbe above nsquaeoients. 


Where several parties, acting by mutual agreement, arc 
interested in tbe purchase, the above must refer to each of 
them in Uan and indicate the party who is authorised (and 
by what authority) to cany out the entire procedure and 
execute tbe contractual obligations thereunder. Ferro vie 
deflo Suio S.p _A_ in any event reserves the right, at hs 
sole and unfettered discretion, to send (he soformation 
document or not, without any nhtigaiinn to give reasons 
therefor. 


■ a declaration of any current or pending legal procee ding s 
or poienrial contro ve rsie s involving the bidder, its 
coQtfuDnig coDpiiDCia cont rolled conpuuss or 
companies controlled by (be tai py co mpan y oooDuSng 
the bidder witb CJ.T. S.p -A or its controlled co mp a n ies 
or with Ferro vie ddta State S.p_A. or its controlled 
companies. 

Where a “ Prelim i na ry BkT is presented by more than one 
party acting by m a ma I agreement, each party wiH be 
jointly and severally liable for all obligations undertaken, 
mdndmg those under tbe “Final Bid” as set forth below 
(paragraph 8 ). 


select a single “Final Bid” and possibly scut negotiating 
with the selected bidder : 

select more than one bid inviting the bidders selected to 
raise the bidding. 

Tbe bidder who. at the sole and unfettered discretion of 
ferrovie deflo 5(au>' 5. p-A.. is chosen to be the purchaser 
shall comply with the requirements set down by Law no. 
287 of October 10“. 1990. 


7 . Vitale Borghesi & G S.pA. shall inform those parties 
making “Pre limi n ar y Bids”, whether or not they have 
been ad m i tt ed to tbe next phase of the proce d ure, 
without any obligation to provide reasons therefor. 


re Neither das in vit a t i on nor tbe rece i pt of any bkl 

Fannie d e flo Stare spA to ie>n«fii» shares to 
any bidder nor does it create any tight a> finonr of the 
bidder to any p e rform a nce of soy obfigation by faxovfe 
deflo Sure S-p-A. under any title whatsoever (jnclndmg 
payment of coinmissiocs to h u e noedhtb and any 
consultancy cons). 


*. Interested parties should apply in writing, also by fox, to 
Viule Borghesi & G S.p-A. such appficaaon to anrive 
not later (ban November 3*. 1997 (such date being the 
dare or receipt), for die following: a) the application form 
for the specifically prepared information document : b) 
the Bsr of basic rules which wifl govern tbe prospective 
share purchase agreement ; c) the text of die 
confidentiality undertaking. 


Ferro vk deflo Stare S.pA. reserves tbe right at its sole 
and unfettered discretion, in ail cases to deliver or not die 
documents referred to in a), b) rode) above, without any 
obligation to provide reasons therefor. 


s. Interested parries shall deliver re Vitale Borghesi & G 
S p.A not later than November 18", 1997 (such date 
bring the date of receipt) the documentation referred to 
in a} and the (ext of the co nfi d en tia l ity undertaking 
referred to in c) above, executed by their teg* 
representative: annexed thereto shall be a copy of 
Memorandum and Article of Assodation of the interested 
party, a list of executive and non-executive Directors, the 
company's annual reports and financial accounts for the 
STS financial «. i» the case of pafl« wto* 
tew been incorporated for k 55 t * nn l * ira= ***** *° r thOSe 
f inan cial years which are available- 


c. Interested parties who have received tbe information 
document shall ensure that an offer containing the 
foQowmg information reaches Vitale Borghesi & C 
S.p -A. in a sealed envelope mari e n d with the words 
“Preliminary Bid C2T S.p-A." not tear than 8.00 pan. on 
December 10*. 1997. (such dare being die final dare of 
receipt of such applications) : 

• the bid price (in Italian Lira), being not less dun 43 
biDioa Lira (defined xbo on tbe basis of [be evaluation 
performed by Ddohte & Touche Corporate Finance, 
acting as a consultant of F em me ddlo 5uto S^A) ; 

. a detailed breakdown of the financing of the purchase ; 

• tarns and method of payment of tbe bid price ; 

. appropriate resolutions of the company authorizing the 
bid : 

a frrrpmini- of the basic roles which wifl govern the 
prospective share purchase agreement ; 

• an undertaking to offer to purchase those shares of Ci 1 
S.p-A. owned by a majority shareholders on the same 
conditions offered to Ferro vie deflo Stare S.p.A. at the 
time of tire “Final Bid” as set forth below (paragraph 8 ) : 

. an undertaking to supply at the tunc of the “final Bid" , as 
set forth below (paragraph 8 ), a folly amononuus 
guarantee payable on first demand (bid bond) njujvalent 
u 9 bflfion Lira, issued by a primary bank and valid until 
the signing of the propseCthc share purchase agreement 
(subsequent to which tbe share ccr rifiraie s will be 
endorsed) and revocable from the 91 - day after the date 
of the presentation of tbe Tinal Bid" . The bid bond shall 
guarantee the signing of the proposed share purchase 
agreement ; 


Following such comma iricarinn, which is Brely to occur 
not before January 12*. 1998, Vitale Borghesi & G 

S-P«A HTatrf aaa genWtt for 1^ n wi fnp e nffi fNpi 

management of GLT. Sq>_A. and for access re be granted 
to infor mation additional to dat contained in tbe 
information document, cnnniniPisi i ing the appropriate 
tinvaaMr. to each party a d nunetL The deadline for tbe 
presentation of tbe “Final Bid” win be specified therein as 
set forth below (paragraph 8 ). 


»■ Ferro vie deflo Stare S.p_A_ at its sofe and unfettered 
dis cre tion and without any obligation to provide reasons, at 
afl times reserves iherigft to withdraw fit>m negotiations 
foe sale of tbe shares which are sdgeet -to tins 
myicatioa. as well as to trammatr- the (adding . procedure 
without incurring any Sabflky whatsoever to tlx: hnerested 
parties or die bidden, inrh a fin g claims , for loss of 
opportunity. 


a Before tbe deadline specified in paragraph 7 above, the 
Udders shall defiver re the notary (which win be specified 
by Vkale Borghesi A G S.p-A) m a sealed envelope, 
marked with the words Thai Bid CIT S.pA", their 
confirmation of the bid price stated in the Trehminary 
BkT or such other price that, in any event, cannot be less 
than 45 billion Lira. 


n. This invitation docs not constitute an ‘•ofifer to ffie 
pubfic" under article 1336 of tbe Itafian Craft Code 
nor does a constitute a solicitation of pubfic savings 
under article 1/18 of Law no. 216 of Juk 7*, 1974 , 
and subsequent amendments. 


. The Itafian text of Ibis announcement published m. major 
Itafian newspaper will prevail over any other ten 
published m any foreign hngnage in non-Italian 
ne w s pap ers. 


Tbe Tmal Bid” prese n ted to the notary shall be 
irrevocable, imconditioRal and valid until the signing of 
tbe final share purchase agre em en t (subsequent to which 
the share certificates shall be endorsed) on tbe 
imderatudmg that tbe bidders shall be released from tbe 
undertakings given in the “final Bid” with effect from the 
9 1 - day fo flowing the date of presentation of tbe “Final 
BkT. 


M.This invitation and tbe bidding procedure are subject to 

^ CVBaI ^ ^ d “ poK a*"*™*. 

mo trenrt of Rome wjHhave exclusive 


The same envelope which co nt ain s tbe “final Bid” shall 
also contain the bid bond, which the bidders undertook to 
issue under thcr Ecnns of the “Preliminary Bid”. 


a Upon rec e ipt of tbe “Final Bid”, F erro vie deflo Staio 
S.p-A.. at its sole and unfettered discretion and without 
obligation to provide reasons therefor, may : 


The . Provision, of Law 67»96 shall apply in ridation 10 data 

received haeonder. 'In part i cu lar, such data shaS be ared 
exclusively for the decriou of bids made m response , to this 
eviration and will not be communicated or tfitefosed. The party 
responsible for tbe data received is Fenovie ddb *»»» 
with registered office in Rome, Piste dc9a (£oce I, 
00 1 6 Lagainsi whom any interested party may deck to 'enforce 
*ny tights under article 13 of Law 675/86. , 
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COMPANIES AND FINANCE: INTERNATIONAL 

Report highlights need for radical improvement in research and development productivity 


offer planned Study warns of static growth in drugs 


Pliva 


By Kevin Done, 

East Europe Correspondent 

The Croatian government is 
to sell a stake of up to 14.2s 
per cent in PHva, the Cro- 
atian pharmaceuticals 
group, in a secondary share 
offering at the beginning of 
November. 

The stake, held by the Cro- 
atian pri vati s a tion fund, is 
valued at about $280m at the 
current share price. 

Meanwhile. Pliva said yes- 
terday it planned to increase 
its stake in Polfa Krakow, 
the Polish pharmaceuticals 
group in which it acquired a 
majority holding earlier this 
week. 

It will pay $l4£m to raise 
its holding from 60 per cent 
to 70 per cent within a 
month. On Monday, Pliva 
paid $8S.7m for a 60 per cent 
stake. 

Pliva will inject a further 
$38m in new equity' capital 
into Polfa Krakow within 12 
months, raising its stake far- 
ther to 9L5 per cent 

At the same time, the Pol- 
ish government is pressing 
ahead with privatisations of 
further pharmaceuticals 
interests. 

It invited bids yesterday 
far stakes of between 10 per 
cent and 80 per cent in Polfa 
Tarchonrm. the second-larg- 
est Polish drugs producer, 
which had sales last year of 
307.8m zlotys ($9G.79m). 

Most of the offering of 
shares in Pliva. one of the 
leading pharmaceutical com- 
panies in east Europe, win 
be aimed at international 
investors in the form of 
Global Depositary Receipts, 
but there could be a small 
domestic offering in Croatia. 
It is expected that some of 


the shares will also be used 
to create an employee share 
ownership plan. 

Daiwa Europe is the global 
coordinator for the sale. 

Pliva will begin a two- 
weeds roadshow to investors 
in the US. the UK, Germany, 
Swit zerland and Austria 
from next Monday, and the 
offering will be priced on 
November 3. 

In addition to the stake 
held by the privatisation 
fond, 29.33 per cent of 
Pliva shares are held by 
international investors in 
the form of GDRs, 26.84 per 
cent by Croatian pension 
funds. 12.15 per cent by 
Zagrebacka Banka, 10.98 per 
cent by the European Bank 
for Reconstruction and 
Development and 6.5 per 
cent by small shareholders. 

The group’s market 
capitalisation has quadru- 
pled, to about $2bn, since 
last year’s initial public 
offering. 

Last year, the Croatian 
privatisation fund sold a 
stake of about 30 per cent, 
raising $140m in the first 
global equity offering by a 
Croatian company. 

At the same time, Pliva 
raised DM60m ($35m) 
through an issue of new 
shares to the EBRD. 

The group was the first 
east European industrial 
company to gain a foil list- 
ing on the London Stock 
Exchange last year. 

Pliva increased its net 
profit by 33*3 per cent in the 
first half of the year to 
378.4m kunas ($63 -lm) on a 
turnover which increased by 
13.9 per cent to L4bn kunas 
($238m). 

Sales in 1996 totalled 
2*7bn kunas. 


Amtel in Carrefour 
Malaysia to unify 
wafer plant board 
venture structure 


By James Kynge 
hi Kuala Lumpur 

Malaysia’s state investment 
arm, Khazanah Nasional, 
yesterday - signed an agree- 
ment to set up a joint ven- 
ture semiconductor wafer 
fabrication plant with 
Amtel, a US wafer fabrica- 
tion company. 

The plant, which is expec- 
ted to start operations by 
the mid of 1999, would he 
the first of its kind, in Mal- 
aysia. Though Malaysia is 
one of the world’s largest 
semiconductor exporters, 
factories have been limited 
to assembly rather than the 
high value-added work of 
manufacturing wafers, 
which are the main compo- 
nent in integrated c ir c ui t s . 

Malaysia has long been 
aiming 1 to attract wafer fab- 
rication technology and 
there have been several 
false starts. If the Amtel 
deal conies to fruition, the 
country will have accom- 
plished a fundamental goal 
in its industrial plan. 

Khazanah is to take a 40 
per cent stake in the joint 
venture and Amtel the rest- 

The cost of building the 
plant, which, is to be located 
in the state of Kedah, is esti- 
mated at . M$2.48bn 
(US$792m). Construction is 
due to start in February. 

The plant's proposed ! 
capacity is put. at 7,000 . 
wafers a week, although no 1 
timescale was given for 
when the plant would reach 
foil capacity. Initially, the 
plant would aim to make 
eight-inch wafers, using 035 
micron technology. 


By Andrew Jack in Paris 

Carrefour, the quoted 
French retailing group, said 
yesterday it planned to 
merge Its two-tier board into 
a single entity with powers 
equally divided between 
executives, large share- 
holders and independent 
directors. 

Daniel Bernard, the exist- 
ing executive chairman, will 
head the board, and other 
members will include Chris- 
tian Blanc, who resigned as 
head of Air France last 
month after a dispute with 
the government over the pri- 
vatisation of the airline. 

The supervisory board, 
which is am trolled by the 
founding family sharehold- 
ers who hold nearly 50 per 
cent of voting rights, will be 
dissolved. The families will 
retain three seats on the new 
board, taken by Jacques , 
Badin, Thierry Defforey and 
Carlos March. 

Jacques Fournier, the , 
prteHng head of the stipend- 
sory baud, will be a fourth 
family member of the new 
board until he retires in two 
years. 

There will, be. one other 
executive member - Hervfe 
Defforey - while Francois 
Heruroti a banker with Roths- 
child & Cie, will be the seo- 
ond non -executive director. 

Mr Fournier said the 
change was necessary in 
view of the group's size and 
international expansion 
plans, and the “problem” 
posed by the age of the 
founders, and was closest to 
the “Anglo-Saxon approach 
to corporate governance”. 


By Daniel Green and Roger Taylor 

The world's pharmaceuticals 
l industry will fail to meet the 
growth targets it has set itself 
without a radical improvement In 
research and development produc- 
tivity, according to a study by 
Andersen Consulting. 

To keep pace with the average 
Industry growth rate of 10 per cent 
a year, the top 10 companies will 
each have to launch five impo rtan t 
new drugs a year, with each reach- 
ing annual sales of $350m a year. 


But between 199Q and 1994. the 
industry launched an average of 
only 0.45 genuinely new drugs a 
year, as opposed to improved ver- 
sions of existing drugs. Histori- 
cally, only 8 per cent of products 
launched reached sales of 3350m. 

Even mid-sized companies will 
have to launch three new drugs a 
year to grow at industry average 
rates, says the report. 

Only two of the 10 companies 
studied in depth “were found to 
have clear strategies and operating 
plans to position themselves to 


achieve higher productivity goals”. 

Andersen Consulting acknowl- 
edges that the drugs industry has 
responded to this challenge by buy- 
ing into drugs and techniques 
invented by start-up biotechnology 
companies. 

On the basis of an interview with 
more than 22 leading pharmaceuti- 
cal companies, the report predicts 
that the percentage of the research 
budget spent on alliances with 
biotechnology companies is set to 
Increase dramatically, from 22 per 
cent in 1996 to 20 per cent by 2000. 


Ray Jewitt. senior partner at 
Andersen Consulting, said the 
question of whether this continued 
to increase, with pharmaceuticals 
companies moving to outsource 
most of their research work, would 
be decided over the next four to 
five years. 

“The biotechnology companies 
stfll have to prove themselves, but 
equally, the pharmaceutical com- 
panies need to make big improve- 
ments with their own research 
departments,” be said. 

Compound annnai growth rate in 


pharmaceuticals groups' research 
and development spending 
between 1980 and 1997 was 14 per 
cent The growth rate in the regis- 
tration of new drugs the same 
period was about 3 per cent. 

Andersen Consulting inter- 
viewed 100 pharmaceuticals indus- 
try senior executives and manag- 
ers, including scientists, and 
covering both US and European 
companies. 

Re-Inventing Drug Discovery. 
Andersen Consulting, 2 Arundel 
Street, London WCZR 3LT, UK. 


Weak Swiss franc masks slowdown at Roche 


By WBIiam Halt in Zurich 

Underlying sales growth of 
Roche’s core pharmaceu- 
ticals slowed to 4 per cent 
in the first nine months of 
1997, raising fears that the 
Swiss group Is stru g glin g to 
return to earlier perfor- 
mance levels. 

However, a weak Swiss 
currency masked the slug- 
gish trend, with the group 
yesterday reporting an 
18 per cent growth in drug 
sales, to SFr9bn ($6.16bn), in 
the first nine months. 

In local currency terms, it 


reported double-digit growth 
in the main European mar- 
kets. Latin America and 
most of Asia. 

Sales in Japan, however, 
were hit by pricing changes 
following bealtbeare 
reforms. 

In the US, the world’s big- 
gest pharmaceuticals mar- 
ket. sales stagnated because 
of declining sales of Rivotril, 
an anti-epileptic drug which 
has lost its patent protec- 
tion. 

Janet Dyson, an analyst 
with Merrill Lynch, 
described the figures as dis- 


appointing. She noted that 
sales growth in the third 
quarter had been Oat. com- 
pared with year-on-year 
growth rates of 3 per cent in 
the first quarter and 9 per 
cent in the second. 

Roche's widely quoted 
non-voting shares, which 
have substantially underper- 
formed both the Swiss stock 
market and Novartis, its 
main rival, fell SFri60 to 
SFr22310 yes to-day . 

Roche said yesterday its 
quarterly sales growth 
tended to be erratic, adding 
that 1997 was a year of “tran- 


sition” ahead of the intro- 
duction of several promising 
new drags. 

Sales of Post cor, its new 
cardiovascular drug, have 
exceeded expectations. Tas- 
mar, used for Parkinson’s 
disease, has already been 
launched in eight countries. 

The company is confident 
it will be ready to resubmit 
its US regulatory filing s for 
Xenical. its anti-obesity 
drug, before the end of the 
year. 

Roche shares fell sharply 
in August after it withdrew 
its US application for Xeni- 


cal, after the US Food and 
Drug Administration 

requested more information. 

Roche's total sales grew 
6 per cent in local currency 
terms, to SFTMbn. Sales of 
vi tamins and fine chem icals 
rose 3 per cent in underlying 
terms, to SFriLSbn. and diag- 
nostic sales rose 17 per cent 
to SFrTOOm. 

Last February's Taste- 
maker acquisition in the US 
helped the less profitable fra- 
grances and flavours divi- 
sion. where sales grew 19 per 
cent to SFrlJjbn In local cur- 
rency terms. 
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1. AmeriServe wanted to acquire the food service operations for 
PepsiCo’s chain restaurants. 

2. Bank of America’s solution was a creative three-part acquisition 
financing package totaling SI. 3. billion. 

3. Its most innovative feature: integrating securitization of the assets 
- of both organizations into the original financing solution, allowing 

AmeriServe to benefit from the off-balance-sheet treatment of the 
asset securitization from day one. 

4. Under tight deadline, BofA’s team solely arranged the $250 million 
asset securitization facility; structured and syndicated 3355 million 
In senior credit facilities; and co^ managed $500 million in high- 
yield, i.O-year senior subordinated notes.* 

5- Transaction completed, AmeriServe emerged as the nation’s 
largest food system distributor to chain restaurants. 


Bank of America 


relationships in motion 


www.bankamerica.com 


Securities services ware provided by BancAmerica Securities, Inc., the re^stered broker dealer subsidiary at BankAmerica Corporation. 

I&1997 BankAmerica Corporation 
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Merged publisher plays down its strengths 


A fter the enthusiastic 
reception accorded 
the merger of the 
two laige European publish- 
ing houses Reed Elsevier 
and Walters JKtawer on Mon- 
day, investors In London 
reassessed yesterday. As a 
result, Reed International’s 
share price in London dipped 
by 14.5p. compared with 
Monday's 97p rise. 

This was partly the result 
of a low-key presentation of 
the benefits of the £20bn 
(S32.4bn) merger by the com- 
panies involved. Their prom- 
ises of cost savings of only 
£50m after three years, and 
lack of bullishness about 
added revenue damped 
investors’ expectations, and 
bemused some analysts. 

"They seem ta be taking a 
relaxed stance in not playing 
up the cost benefits, or their 
market dominance,” says 
Anthony de La rriaaga of 
Fanmure Gordon. He says 
the companies may simply 
have wanted to avoid alert- 
ing regulators or employees 
to the full potential for gains 
in a merged group. 

The first step towards a 
three-way merger occurred a 
decade ago, when Elsevier’s 
hostile bid for Kluwer drove 
it into the arms of Wolters 
Sampson. The next step was 
the 1993 merger of the busi- 
ness operations of Reed 
International and Elsevier, 


leaving them owned by twin 
bolding companies. 

The merger unquestion- 
ably creates a big and pow- 
erful company owning a 
wide range of specialist busi- 
ness information. While tax 
end legal information is 
hardly the glamorous end of 


The three 
companies have 
promised to cut 
1.5 per cent of 
costs after three 
years. This implies 
cutting 1,500 jobs, 
mainly from 
central services 


the publishing business, it 
can command premium 
prices from the professionals 
who need access to such 
data. 

This is one reason why 
Reed Elsevier may move 
towards a long-mooted dis- 
posal of IPC, its UK maga- 
zines arm which publishes 
70 magazines. Such general 
interest titles will be increas- 
ingly out of place in a group 
where 89 per cent of sales 
revenues come from special- 
ist titles. 


Nigel Stapleton, co-chair- 
man of Reed Elsevier, says 
that an increase in scale is 
important in itself. This is 
both because the enlarged 
group could more easily bid 
for a rival in future, and 
because it has more bargain- 
ing power with large soft- 
ware and data distribution 
groups such as Microsoft. 

Nonetheless, the merger 
will only ultimately be 
judged as a success if it cre- 
ates more than the sum of 
its parts. There is little 
doubt among analysts that it 
can do so provided it is man- 
aged effectively. They point 
both to potential savings in 
costs, and additional sales of 
information. 

On costs, the three compa- 
nies have promised to cut a 
modest L5 pm- cent of costs 
after three years. This 
implies cutting L500 of the 
42,000 jobs, mainly from 
overlap in the central ser- 
vices. However, analysts 
expect them to make far 
larger cost savings once the 
initial fuss subsides. 

The revenue side is less 
clear-cut The assumption in 
the market is that Wolters 
Kluwer accepted a modest 
valuation of its shares partly 
because it realised it would 
be difficult for the company 
to compete with Reed Elsev- 
ier's superior methods of 
online distribution in future. 


New giant jit specialist publishing 

r"' 



online distribution in 
Europe- However, he says 
that its customers have not 
so far exhibited much appe- 
tite for tt 


Sounx CWnpart* 


The obvious example of a 
combination of Wolters mo- 
wer's content with Reed 
Elsevier's distribution is in 
the US. The Lexis Nexis 
online database developed 


by Reed Elsevier may dis- 
tribute information from 
CCH, a tax law publisher 
that Wolters Kluwer 
acquired in the US last year. 

N onethel ess, Wolters Klu- 


wer’s directors are careful 
not to overplay the benefits 
from such combinations. 
Robert Pieterse, a Wolters 
Kluwer director, says it has 
already invested in new 


W e could try to force 
it down our cus- 
tomers' throats, 
but that is not the way we 
treat them,” be says, imply- 
ing that In Europe at least, a 
combination with Reed 
Elsevier is unlikely to add 
much to revenues. Yet ana- 
lysts are more bullish about 
the potential of the new 
operating combination. 

“The market is- saying 
there is more synergy here 
than they are admitting. 
This is a very attractive deal 
that is hidden under a 
bushel," says Mr de Larrin- 
aga. If so, Investors are 
trusting that the new scale 
and scope of a combined 
group inevitably brings oper- 
ating advantages. 

One of these is that Reed 
and Elsevier Wolters Kluwer 
will together be far. larger 
than comparable companies 
in Europe such as Pearson, 
owner of the Financial 
Times. 

This will give them an 
advantage not only in deal- 
ing with other companies, 
but in avoiding bidding 
against each other a g ain . 


John Gapper 


This pubfcation has been approved far distribution In the U.K. by Salomon Bmtfwra International Umtod, which is regulated by SFA. 
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The Kingdom of Morocco 


has sold its 60.9% interest in 


SAMIR 


4^-moIiii 


Societe Anonyme Marocaine 
de I'lndustrle du Raffinage 


and its 66.5% interest in 



Societe Cherifienne des Petroles (“SCP”) 


and has committed to sell additional interests in SAMIR 
and SCP of 6.8% and 7.4% respectively 


for an aggregate consideration of approximately 
DH 3,981 million (U.S. $421 million) 


to 


Corral Petroleum Holdings AB 


The undersigned acted as financial advisors to the 
Ministry of Privatisation of the Kingdom of Morocco 
in connection with this transaction. 


ATTIJARI FINANCES m 

GROUPE BANQUE COMMERCIALS DU MAROC 


Salomon Brothers 


Keramic 


warns on 


impact of 
disposal 


By William Hall in Zurich 


Keramic Laufen, a family- 
controlled Swiss company 
which was last year 
involved In an abortive 
attempt to create Europe's 
largest bathroom products 
group, is taking a SFrl70m 
($12 lm) provision to cover 
the sale of its loss-making 
tableware business. 

tt warned it would Incur a 
substantial loss this year 
which could threaten Sts 
dividend. 

The warning came as Ker- 
amic announced a strategic 
plan to more than quadruple 
its return on capital 
employed to 12 per cent over 
the next three to five years, 
and become an important 
group in the global sanitary- 
ware business. 

The company is the fifth 
biggest producer in Europe 
and number one in Latin 
America. 

It last year tried to merge 
its sanitaryware division 
with Sphinx Gustavsberg, a 
loss-making Dutch com- 
pany, which would have cre- 
ated a group with sales of 
more than $8 00m and the 
leading spot in Europe. 

Marc Dentand, Keramic 's 
new chief financial officer 
said the sanitary ware 
industry was concentrating 
and “we want to be a 
player” In that process. 

Keramic has been hit by 
the slowdown In Europe's 
construction industry. 


Promodes and 


Rallye square 


up in court 


By Andrew Jack in Paris 


The battle for control of 
Casino, the French retailer, 
shifted to the courts yester- 
day as the rival bidders Pro- 
modes and Rallye took legal 
action against one another 
for allegedly failing to 
respect stock market rules. 

Promod&s said that it had 
filed a complaint with the 
Paris appeals court late on 
Monday evening arguing 
tha t Rallye, which already 
owns 33 per cent of Casino, 
had breached regulations by 
failing to out-bid Promodte’ 
revised offer. 

Rallye said it regretted the 
decision to seek legal inter- 
vention. But It immediately 
counter-sued on several 
grounds, including an argu- 
ment that Its bid was indeed 
higher than that from Pro- 
modfes. Promodgs dismissed 
this interpretation as "com- 
pletely absurd” 

The legal action could 
cause the takeover battle to 
dzag on considerably beyond 
the original deadline set for 
November 7 of the rival 
offers. 

Advisers to Rallye - which 
has launched a friendly bid 
tor Casino - suggested that 
the delays would largely 
play against Promodes, by 
preventing it from making 
other acquisitions and pur- 
suing its development until 
the court had made a judg- 
ment 

However, Promodes 


riposted by arguing that it 
still planned to go ahead 
with other operations - pos- 
sibly including acquisitions 
and partnerships - and that 
the court procedure should 
only last for a maximum of 
three months. It also said it 
had not yet formally 
requested any delay in the 
d eadline far the offer. 

Promodes has formally 
requested both the COB, the 
stock market watchdog, and 
the CMF, the self-regulatory 
stock market authority! to 
come up with a view- on 
whether Rallye should be 
obliged to disclose what it 
plans to do with warrants in 
Casino that would increase 
its voting rights to nearly 50 
pa- cent, rendering the rival 
offer all but impossible. 

The two regulatory bodies 
are expected to issue a judg- 
ment in the next few days. 
Both are targeted in the 
legal appeal launched this 
week by Promodte, since 
they had ruled that RaUye's 
bid was far a hi g her value 
than the original Promodta 
bid. 

The CMF required that 
Rallye modify its original 
offer, but judged that the 
revised version could still be 
judged against the original 
Promodes bid. 

Promod&s claims that it 
made a second bid ahead of 
Rallye’s modified offer, and 
that the latter should there- 
fore have to exceed the value 
of its revised bid. 



Endemol 
in talks 
with 



By Gordon Crumb 
hr Amsterdam 


Endemol; the Dutch enter- 
tainment production com- 
pany, is in talks with inde- 
pendent. UK television pro- 
ducers aimed at taking a 
strategic stake which would 
extend the reach of its pro- 
grammes across Europe. 

*nie company is also seek- \ 
mg to enter France and 
Italy, after .establishing 
itself as the biggest indepen- 
dent production house in Its 
home market and: gaining 
strong positions in Germany 
and Spain. 

A bourse flotation of 
Endemol a year ago raised 
some FI 535m (*27lmV of 
which the company itself 
collected FI 211m. Yesterday 
it reported net profits for 
the year to July of Fl'78!3nq 
up 20.8 per cent and exceed- . 
tag the forecast made at the 
time of the offer. ■ 

Revenues at FI 808m were 
ahead by 25,7 per cent. 
Some 45 per cent of the total 
came - from outside the 
Netherlands, and two-thirds 
of the FI 598m revenues of 
the TV operations. 

Urwtemnl la also active in 
live entertainment, where It 
produced the local version 
of the musical Miss Satgon 
and bought international 
p e r f ormances such as Holi- 
day on Lx. 

The company, which 
employs more than 2,100, 
owns significant stakes in 
Gflstmnsic and Zeppelin, of 
Spain, and has recently 
secured deals with produc- 
ers in Poland arid South 
Africa. 

Income from non-Dutch 
TV activities nearly doubled 
during, the year. . 

Endemol said: “We are 
talking to parties , in . tiie UK, 
France and- Italy. We aim to 
be among the top three tele- 
vision production companies 
in those countries, as we are 
in ' .the Netherlands, Ger- 
many and Spain.” 

It aims to. export proven 
formats' tor' game shows mud 
talent contests for produc- 
tion in' other- watfhnai mar- 
kets. While declining to 
fridiento the potential invest- 
ments Involved, the group 
added: “We own a lot- of 
formats, and want to pro- 
duce some of those in the 
markets mentioned. You 
can't do that with a com- 
pany of only five or 10 
people" - 

Target companies were 
likely to bring to the deal 
strong formats of their own. 
In a fragmented sector, the 
UK had proven a difficult 
market to enter. 

“Acquisition growth is 
expected to be realised 
through, initially, minority 
participations, which can 
eventually be expanded to 
majority participations." the 
company said. 

Endemol is forecasting 
growth in sales of -between 
15 per cent and 20 per cent 
for the current year, and 
expects net profits to double 
within five years of its flota- 
tion. 


Costs of fighting bid hurt ITT 


BJr Richard! Tomkins 
in New York 


The cost of fighting a bid 
from Hilton Hotels bit third- 
quarter profits at ITT, the 
US hotel and casino com- 
pany. But big increases in 
hotel bills lifted net earnings 
to $83m. from $68m last time. 

Profits from the casino 
business were fiat, but 
strong profits growth from 
the Sheraton hotel business 
helped produce ear n i n g s per 
share of 69 cents on an ongo- 
ing basis, up from 58 cents 
previously. 


ITT took an after-tax 
charge of $17m during the 
quarter for investment bank- 
ing and legal costs associ- 
ated with its fight against a 
$8.3bn unsolicited offer from 
Hilton Hotels. 

ITT's shareholders will 
determine the outcome at 
the company’s annual meet- 
ing on November 12, when 
they choose between Hil- 
ton’s $70-a-share offer or 
rrr's plan to break itself 
into three companies and 
buy back about 26 per cent 
of its shares at $70 each. 

ITT recorded after-tax 


losses of $5m, up from $lm a 
year earlier, on The Desert 
Inn in Las Vegas and its riv- 
erboat casino In Tunica, Mis- 
sissippi. which it has decided 
to sell. Including these losses 
and the $L7m charge, net 
profits toll from $67m to 
$61m- 

But ITT said earnings 
before interest, tax, depreda- 
tion and amortisation rose 
by 15 per cent to $2 62m, 
boosted by an 18 per cent 
increase in the contribution 
from hotels. 

In North America, strong 
demand for hotel rooms 


allowed the company to 
increase Its average dally 
rate from $149 to $164. 

The contribution from the 
gambling business was fiat 
because of construction dis- 
ruption at Caesars Palace in 
Las Vegas, where the first 17 
stories of a new tower are 
about to open, and an abnor- 
mally low “hold” at the Lake 
Tahoe property. 

ITT said shifting exchange 
rates ca used the contribu- 
tion from ITT Woid Directo- 
ries, the overseas yellow 
pages publishing business, 
to fall from $59m-to $54ml - • 


It ran on BTR’s engineering skills 



,. k t0 congratU late Richard Noble, Andy Green and all their team on the hard work, dedication, skill and sheer courage that took ThrustS^C to its 
sound-barrier-shattering performance. Naturally, we’re also proud of the fact that Hawker Energy Products supplied the state-of-the-art batteries to support 
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Sim Life to sell New Ireland for I£ 274 m 


\ By Ctofotoptiar Adams, 
Insurance Correspondent 

Son Life & Provincial, die 
UK arm af Axa, the French 
insurer, is to sell New 
Ireland Holdings, its Irish 
life and pensions subsidiar y, 

to Bask of Ireland in the lat- 
est in a string of transac- 
tions reshaping the faanria] - 
. services market -across 
Europe.' ... 

Bank , of Ireland is to pay 
I£273-Gm ($39Qj$m) for New 
Ireland through a cash offer 
of I£23.82 per share. 


Analysts said this repre- 
sented a premium of 2A per 
cent to the company's 
embedded value - net assets 
plus future profits from 
existing business. 

The purchase is being 
financed in part through the 
issue of new equity. A plac- 
ing yesterday raised J£l98m. 

The bank's share price fell 
12’Ap to THttp, while Sun 
Life’s eased 5Vip to 4l5p. 

The transaction win create 
a bancassurance force in 
Ireland at a time when insur- 
ance companies and bn»b« 


across much of Europe are 
jostling for position as gov- 
ernments gradually scale 
back social security benefits. 

Demand for personal pen- 
sions is rising, but the fierce 
battle for market share has 
put margins under Intense 
pressure and encouraged 
several banks and insurers 
to merge. 

Credit Suisse has acquired 
Winterthur, and SE-Banken 
announced plans to join 
forces with Trygg-Hansa ear- 
lier this month. For its part, 
Bank of Ireland will gain an 


18 per cent share of the Irish 
life and pensions market, 
making it second only to 
Irish Life. 

"This sector is an attrac- 
tive one, and the number of 

companies with relevant size 
is very few. People are either 
trying to grow organically 
or. on rare occasions, make 
an acquisition,” said Mau- 
rice Keane, chief executive 
designate of Bank of Ireland. 

Sun Life, which this year 
merged with Asa Equity & 
Law, received several offers 
for its B3 per cent stake in 


New Ireland after announc- 
ing last month that it 
planned to reduce the share- 
holding. Irish Life was 
among the potential buyers. 

Analysts said Bank of 
Ireland was acquiring 
another distribution channel 
and a big chunk of pensions 
business in particular. H 
already sells life assurance 
through its branches and 
New Ireland would give it 
access to a sales force or 
independent brokers. 

However. New Ireland has 
suffered recently from 


increased competition from 
banks especially, which has 
hurt margins, “The value of 
sales has been quite low. 
The question is to what 
extent Bank erf Ireland can 
cut costs to get higher 
value." said one observer. 

Interim pre-tax profits at 
New Ireland rose from £4 .am 
to £SJ2m. but were helped by 
a one-off £5.7m contribution 
from the sale of its general 
insurance business to Eagle 
Star, a subsidiary of BAT. 
the tobacco and insurance 
conglomerate. 


Innovative rights 
for Berkeley 


By George Graham, 

Banking Etfitor 

Schroders, the leading UK 
investment bank, yesterday 
launched an innovative 
£l25m ($2G25m) rights issue 
for Berkeley Group, the 
housebuilder, which the City 
hopes will- ward off the 
threat erf a full scale monopo- 
lies investigation into rights 
issue underwriting practices. 

The deal helped to halve 
fhes - and save Berkeley 
about £Llm - by putting the 
sub-underwriting out to ten- 
der. 

Traditionally, UK invest- 
ment hanks have chrnged a 
fee of 2 per cent far under- 
writing a rights issue, guar- 
anteeing that the shares 
would be taken up even if 
the price collapsed during 
the three weeks the shares 
were on offer. 

Typically the bank arrang- 
ing the issue retained V* per 
cent and the broker Vi per 
cent, while the remaining lVi 
per cent of fees were allo- 
cated to about 200 "sub-un- 


derwriters'’, drawn from the 
community of big UK insti- 
tutional investors. 

Yesterday's issue answers 
some of the OFT’s criticisms 
about the City behaving as a 
cartel. It put the entire sub- 
underwiting out to tender, 
cutting fees to 0.3 per cent of 
the issue. 

The deal preserved the 
rights of Berkeley's existing 
institutional shareholders by 
offering them a preemptive 
opportunity to participate in 
sub-underwriting in line 
with the size of their share- 
holdings. 

But Schroders also sought 
tenders from other financial 
institutions such as US 
investment banks and hedge 
Ainds. 

The new shares were 
offered at a discount of 20 
per cent to the previous clos- 
ing price, deeper than the 
traditional 12-13 per cent dis- 
count. That reduced the 
underwriting risk, thereby 
encouraging institutions to 
bid aggressively on the sub- 
underwriting fees. 


Magazine side lifts St Ives 


By Virginia Marsh 

A buoyant UK magazine 
sector offset a subdued book 
market for St Ives, driving 
the printing group to a near 
16 per cent increase in pre- 
tax profits to £4&9m ($79 .2m) 
last year. 

"Pagination is up about 5 
per cent on average," said 
Miles Emley, chairman. 
“There is growth and it is 
being sustained. The ratio 
between new magazine 
launches and closures is 
about three to one." 

The results were ahead of 
expectations and the shares 
rose 12V*p to 532'Ap. 

Turnover rose more than 
10 pm- cent from £328Bm to 
£364m. Profits last time were 
£422m. 

The results, for the year to 
August 1. were helped by a 
10-month contribution from 
Perlmuter Printing, a US 
company acquired in Sep- 
tember 1996. 

Mr Emley said the group, 
which is cash-generative and 
has no gearing, was looking 
for other acquisitions but 
was “not going to be hassled 
into spending our cash too 
quickly". 


Cash increased by £12. tin 
In the year despite the US 
acquisition and capital 
expenditure of £23m. 

Analysts said acquisitions 
were likely to be outside the 
UK. which accounts for 80 
per cent of the business at 
present, and not in financial 
printing, since the group 
already had a joint venture 
in the US in this business. 

The group’s existing finan- 
cial business, which prints 
annual reports, and other 
corporate material, now pro- 
vided about 14 per cent of 
sales. Mr Emley said. 

Corporate activity, which 
generates demand foT that 
kind of printing, bad been 
relatively flat, especially 
around the time of the elec- 
tion, but this had been 
partly offset by demutualisa- 
tions and the British Gas 
and Hanson demergers. 

Magazine printing 
accounted for 40 per cent of 
turnover. Direct response, 
which includes the growing 
mail-order business, contrib- 
uted about 30 per cent. 
Books, which accounted for 
about 12 per cent, had faced 
“Increasingly subdued" mar- 
ket conditions. 



LEX COMMENT 

Underwriting 

The competitive tendering of sub-underwriting for 
Berkeley Group's near-£i25m rights issue deserves at 
least one cheer. By delivering fees of just 0.3 per cent. 

instead of the traditional l Vi per cent, it should help fend 
off criticisms that sub-underwriting operates like a cartel. 

The Quid pro quo is that shares are being issued at a 
steep 26 per cent discount to Monday's dosing price. This 
has its disadvantages - an abundance of new shares could 
land the company with a hefty increase in its dividend 
bill. One way round this is to cut the pay-out to take 
account of the discount And, Indeed. Berkeley seems to 
be intending a lower increase next year. 

Another question at this level of discount is why under- 
write the issue at all - especially when the company has 
a fine story to tell and a balance sheet so strong that its 
need for certain proceeds from an equity issue looks 
debatable. 

. Berkeley represents a relatively easy case for demon- 
strating how competitive tendering can cut costs.Sub-un- 
derwriting fees would no doubt have shot through 1V« per 
cent for a rescue rights issue in a less bullish market 
Moreover, there are still rigidities in the equity-raising 
process. 

Many institutional investors remain hostile to book- 
building, for instance. Tt would also be interesting to see 
whether, with a fixed commission, competition could pro- 
duce a single-digit discount. 

Those hoping that tendering will buy off the competi- 
tion authorities may yet be disappointed. 


Ly^ van de* Mee 

Brian Edwards, managing director (left), and Miles Emley 


Having a Napoleon label 

Andrew Taylor on Lafarge’s ambitious bid for Redland 


L afarge has been 
accused by some insti- 
tutional shareholders 
of developing .Napoleonic 
tendencies. - 

They fear the grandiose 
international ambitions of 
the French group, hke those 
of the country’s former 
emperor, may prove too 
much for it, after Lafarge 
this week launched the big- 
gest ever bid in the Euro- 
pean building materials sec- 
tor. 

Redland, the UK building 
materials group, has rejected 
Its French rival's hostile 
£1.67hn ($z.7hn) offer. Battle 
lines have been drawn. 

Laferge, the world’s sec- 
ond largest cement manufac- 
turer after Holderbank of 
Switzerland, has been in the 
vanguard of international 
expansion by European 
building materials groups. 

The most vigorous activity 
has been in the US. where 
European companies now 
account for two-thirds of 
total cement sales and are 
becoming important in 
regional aggregate and con- 
crete markets. 

It has been a long haul, 
however. Returns on capital 
and margins were poor ini- 
tially. as European manufac- 
turers, in spite of their lower 
cost base, slugged it out with 
small independent producers 
who responded to increased 
competition by slashing 
prices. 

It is only recently that 
mar gins have begun to 
recover and European manu- 
facturers started to make 
satisfactory return on their 
US investments. 

North America now 
accounts for 30 per cent of 
Lafarge's operating profits, 
which have risen from $28m 
in 1992 to $236m last year. 
The group forecasts they 
will rise by a further 25 per 


cent this year. 

The strategy of developing 
a strong presence in interna- 
tional markets, where the 
construction cycle may be 
different from that of conti- 
nental Europe, makes good 
sense. 

Companies snch as 
Lafarge, Holderbank of Swit- 
zerland, Redland and Blue 
Circle, the UK’s largest 
cement manufacturer, have 
been expanding in south 
America, eastern Europe and 
south-east Asia, the world's 
fastest growing construction 
market 

As part of its diversifica- 
tion strategy, Lafarge bas 
also moved into other build- 
ing materials, such as plas- 
ter board, widely used for 
refurbishment and mainte- 
nance, a growing market in 
more mature European econ- 
omies. 

One of the attractions of 
Redland, according to Bern- 
ard Collomb, Lafarge chief 
executive, is Redland’s 66.5 
per cent stake in RBB, 
Europe’s biggest manufac- 
turer of roof tiles - which 
would bring another new 
product to the French group. 

The deal would give 
Lafarge its first large pres- 
ence in UK aggregates. 


where Redland has an 11 per 
cent share. 

. It would also take 
Lafarge's US quarry inter- 
ests into Colorado. Maryland 
and Texas. 

Construction cycles in the 
UK and US have been run- 
ning in favour of building 
material suppliers, while 
markets in France and Ger- 
many have been in retreat 
recently. 

Potential cost-savings 
from the deal are difficult to 
identify, apart from in 
French aggregates, where 
the groups would have a 
combined market share of 
about 20 per cent Mr Cot 
lomh has declined to discuss 
potential job losses. 

Lafarge would become the 
world’s largest aggregate 
producer, the world's largest 
tile producer, the second 
largest concrete producer 
behind RMC of the UK, and 
the second largest cement 
producer. 

The main concerns of ana- 
lysts are the scale of the 
deal, which would leave 
Lafarge with debt of about 
FFr27bn ($L59bn), compared 
with equity of about 
FFr3fbn, and the potential 
for problems in a rieoHnjng 
German roof tile market. 


German laws protecting 
minority shareholders have 
made it difficult for Redland 
to exert control over divi- 
dend policy and manage- 
ment of its European roof 
tile subsidiary. 

Mark Stockdale, building 
analyst at SBC Warburg Dil- 
lon Read, says: “A strategy 
of international diversifica- 
tion is sound. Hie UK and 
US markets look good at the 
moment, but there are seri- 
ous concerns about Ger- 
many. 

“Historically, companies 
which have made large, 
headline-grabbing acquisi- 
tions have not done particu- 
larly well in this sector." 

Mr Stockdale added: “We 
prefer the strategy of compa- 
nies like CRH [the Irish 
building materials group! 
which has built up a large 
presence in the US, UK and 
continental Europe through 
a sales of bolt-on acquisi- 
tion, where the quality of 
the management and assets 
being bought can be more 
assured and any problems 
are easier to pot right” 

However sound the strat- 
egy, Mr Collomb has still to 
convince his critics that buy- 
ing Redland is the best way 
to achieve it 
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Sterling stills 
Highland’s fling 


By John Widman, 

Consumer Industries Editor 

Strong export performance 
helped Highland Distilleries, 
producer of Famous Grouse 
and Macallan Scotch whis- 
kies, raise pre-tax profits 7 
per cent in the year to 
August 3L 

The company lifted export 
volumes of Famous Grouse 5 
per cent, overtaking UK 
sales. Macallan exceeded 
200.000 cases for the first 
time, with particularly 
strong growth in the US. 

But higher-th an -expected 
interest charges and the 
impact of the strong pound 
brought profits in below 
expectations at £43. lm 
(569.8m), against £40. 1 m 
before reorganisation costs 
last time. The strength of 
sterling cost £2. 3m. 

Shipments of Famous 
Grouse were down 5 per cent 


RESULTS 


in the UK, but destocking in 
the distribution chain took 
sales up 1 per cent - com- 
pared with a 5 per cent fall 
for the industry as a whole. 
Market share was also up, 
from 132 to 14 per cent. 

Macallan sales fell 1 per 
cent in the UK, largely as a 
result of discounting by com- 
petitors at Christmas. In 
other markets, Macallan 
sales were up, with a 22 per 
cent rise in the Americas. 

Other parts of the business 
also performed well. High- 
land Park, a malt distilled on 
the Orkney Islands, raised 
UK volumes 11 per cent and 
exports 5 per cent. “It is 
becoming a must-stock 
brand in tbe UK on-trade, 
rather than a might-stock 
one." said Brian Ivory, the 
chief executive who steps up 
to chairman when John 
Goodwin retires at the end 
of the year. 


NEWS DIGEST 


Caraustar says 
no immediate bid 


Caraustar Industries of the US said yesterday it would not 
make an immediate offer for Britton Group, but hinted it 
might reconsider a bid for the UK packaging and plastics 
concern at a later date. 

The announcement, made five minutes before the close 
erf trading in London, pushed down Britton's shares more 
than 20 per cent. 

They fell from i25V4p to SSVip. against a price of 85p last 
Thursday before the US paperboard group made an 
indicative approach at 12Qp. A bid at this level would 
have valued tire UK group - mainly a US cartons maker - 
at about £i67m. 

Caraustar said it had been encouraged by some 
shareholders, and analysts believe several institutions 
would have supported a bid at about 140p. Virginia Marsh 

Regal cash injection 

Regal Hotel Group is poised to break into the London 
hotel market and speed up refurbishment of its 99-strong 
chain of provincial three-star hotels following a cash 
injection of at least £40m ($84-8m). 

Regent Corporation, a hotel and property associate of 
Malayan United industries, the Kuala Lumpur-quoted 
investment holding company, is to take a minimum stake 
of 20 per cent A 1-for-io open offer could take the total 
injection as high as £64m if fully taken up. 

The London hotel is understood to be the 402-room 
Plaza next to Hyde Park. It is the largest of a package of 
eight hotels put on the market in the summer by 
Ladbroke. It has a book value of £90m and is expected to 
fetch about £45m. Charles Vere Nicoll, Regal executive 
chairman, said the approach from Regent bad come 
“totally out of the blue". David Blackwell 

Ramco defends strategy 

Ramco Energy, the Aberdeen-based oil explorer with 
interests in the former Soviet Union, said its drive to 
expand in the Caspian Sea would be vindicated if it 
succeeded in becoming a partner In the development of 
the shallow-water section of Azerbaijan's Guneshli field. 

The company, which reported a net loss of £434,000 for 
the first half of the year against a £572,000 profit last time, 
has seen its share price tumble after its with drawal from 
an attempt to take over fellow explorer JKX Oil & Gas. 

The shares yesterday fell 3TAp to 802 Vip. Steve Remp, 
c h a irm an, said Ramco's rights to take part in a Guneshli 
project had been confirmed by Socar, the state off 
company. Robert Canine 
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ThrustSSC's hydraulic systems. And that Dunlop Aviation engineered the solid aluminium wheels capable of withstanding 
radial acceleration forces of up to 35.000G, as well as - last, but by positively, absolutely no means least - the brakes. 
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INTERNATIONAL CAPITAL MARKETS 


Greenspan speech helps lift Treasuries 


government bonds 


By Vincent Boland 
in London and John Labate 
in Now York 

Government bond markets 
made further gains in fairly 
quiet trading, relieved that 
Alan Greenspan, chairman 
of the Federal Reserve, gave 
no more signals that US 
interest rates might rise. 

A resolution to Italy's 
political crisis boosted Euro- 
pean markets, with Italian 
bonds up more than half a 
point. 

A morning speech by Mr 
Green span helped boost US 
TREASURIES. By midday, 
the benchmark 30-year bond 
was % higher at 99“ send- 
ing the yield down to 6.374 
per cent. Two-year notes 
were up £ to 99g. yielding 
5.783 per cent, and the 
10-year note rose g at 100%, 


yielding 6.081 per cent 

w illiam narnha , manager 
of bond trading at Cowen & 
Company in New York, said 
bond investors were relieved 
by Mr Greenspan’s speech at 
the Cato Institute. “Green- 
span didn’t add any fuel to 
the fire on what he said last 
week," Mr Gamba said. 

Last week Mr Greenspan’s 
testimony about economic 
and labour market growth 
before a Congressional com- 
mittee was viewed as a sign 
that the Fed’s key interest 
rate might soon rise. That 
worry spread through the 
markets, sending midweek 
bond and stock prices lower. 

Treasuries had little 
market-moving news to pro- 
vide direction. However, two 
minor retail reports showed 
some si g n s of weakness. 

The BTM/ Schroder Chain 
Store report showed sales 
fell 0-4 per cent, while a sep- 


arate car sales survey also 
showed declines. Hie market 
was waiting for today's 
release of retail sales 
figures for September and 
Thursday's report on the 
consumer price index for 
September. 

ITALIAN BTPs, which 
remained remarkably stable 
while the politicians In 
Rome lost their nerve last 
week, were cheered by the 
apparent end to the dead- 
lock. The December futures 
contract settled at 112.52, up 
0-54, on Liffe on volume of 
nearly 64,000 contracts. 

The spread of 10-year BTPs 
over bonds dosed at 56 basis 
points, having touched 51 
points earlier as the Decem- 
ber contract touched an 
intra-day high of 112.70. 

Analysts said the feet that 
the 1998 budget had finally 
won the support of the com- 
munist faction in the 
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DB pays more for 
0-year US dollars 

worries amnnp IIS investors Its SSOOm hrmri in 1 


reformed government of 
prime minister Romano 
Prodi should help support 
the market. 

SPANISH BONOS were 
also helped by the Italian 
factor, with the December 
contract settling at 10&80. up 
0.27, on volume of 53,000 con- 
tracts. But analysts said last 
week's decision by the Bund- 
esbank to raise its repo rate 
cast doubt on whether the 
Bank of Spain could now 
move to cut Spanish rates. 

Anticipation of a Spanish 
rate cut had helped banos 
gain ground in the pest few 
months. Yesterday the yield 
spread of 10-year banos over 
bunds stood at 41 basis 
points, up one point -ah the 
previous session. 

GERMAN BUNDS traded 
higher, closing at the top 
end of range of about 30 
points. The December 
futures contract settled 0.25 


higher in London at 102.75 
on volume of 110,000 con- 
tracts, with resistance seen 
at 1(R80. 

Bundesbank officials 
moved yesterday to calm 
fears in some quarters that 
German interest rats were 
set to move higher. But 
bonds were cheered by a 
comment from Hans Tiet- 
meyer, Bundesbank presi- 
dent, that exchange rate 
levels were more appropriate 
now than earlier in the 
summer. 

David Brown, chief Euro- 
pean economist at Bear 
Steams in London, said Ger- 
man domestic Investors were 
still underweight at the long 
end of the yield curve, pre- 
dicting more curve flatten- 
ing ahead. Following last 
week's rise in the repo rate, 
“the bigger trend is towards 
higher German rates ahead 
and a flatter German curve.” 


UK GILTS ended higher, 
with the December contract 
settling up m at 1191* in 
quiet trading. The yield 
spread of 10-year gilts over 
bunds stood at 98 basis 
points, giving up some of the 
g ains from the previous ses- 
sion, Investors were waiting 
for jobs data due today to 
give the market direction. 

Tom Bayner, giits analyst 
at Soctefe GCn&rale, said the 
UK's stance on Emu was 
underpinning the market at 
its current level but that it 
remained at a discount to 
other markets such as Swe- 
den, which has a much 
tighter spread to 10-year 
bunds than gjQtS. 

The spread of 10-year 
Swedish bonds over bunds 
stood yesterday at 62 basis 
points. Mr Rayner said that 
was “an obvious target level 
to aim at” for the gilt 
market 


New international bond issues 
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INTERNATIONAL BONDS 


By Edward Luce 
and Samer tskandar 

The Inter-American 
Development Bank brought 
some life back to the mori- 
bund 10-year dollar sector 
yesterday with a US$lbn 
offering. The bond, which 
will be priced today, will 
come at a spread of 34 basis 
points over Treasuries - sig- 
nificantly wider than the 
spread on its last 10-year 
offering earlier this year, 
which was priced to yield 17 
basis points over Treasuries. 

Bond traders expressed 
surprise the spread was as 
wide as 34 basis points after 
earlier indications that it 
would succeed at a spread of 
32 basis points. However 


worries among US investors 
about the shape of the US 
yield curve, and the feet that 
the IDB's March issue is now 
trading at a spread of around 
33 basis points, evidently 
persuaded it to offer a little 
mare than anticipated. 

The IDB will be the first 
well-recognised name to tap 
this sector in more than six 
weeks. "US investors in par- 
ticular are very nervous 
about the long-end of the 
yield carve.” said one ana- 
lyst Book-runners are Mer- 
rill Lynch and JJ*. Morgan. 

The AFRICAN DEVELOP- 
MENT BANK tapped the dol- 
lar sector for the first time 
since 1995 with a five-year 
$300m offering. Thierry de 
Longuemar. treasurer of the 
AfDB, said the timing was 
related to the redemption of 


Its $200m bond in November. 
The AfDB also has hig her 
funding requirements in 
1997. It needs to raise $lbn to 
$L2bn as opposed to the nor- 
mal requirement of around 
9600m. The band, which was 
underwritten by Lehman 
Brothers, was priced to yield 
23 basis points over Trea- 
suries. Officials reported 
strong demand from Europe 
and the Middle East 
BNDES, the state-owned 
Brazilian privatisation 
agency and development 
bank, launched its longest 
bond to date, with a 20-year 
maturity. The borrower had 
tapped the D-Mark sector 
once before, with a five-year 
issue. Last month it 
launched the first bond from 
Brazil with a 10-year matu- 
rity, in US dollars. 
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sCarwBrtfljte. * Floating-rate note. USomhwmual coupon. R; Fixed re-offer prie* fees shown at re-offer faveL a) meed 
today, b) 3-nSh Libor +5bp. c) 3-mth Ubor +15bp. 0) Exchangeable Into Novartis registered shares at SFt2.771. FX: 
SFr1/J63/USS. Callable from 10/1 1AM at par. a) CaOabta tram Oct 02 at per. el) 3-mth Libor +4(Jbp to Oct 02, then +190bp. 
1) Caflabta on 30/1M17 and 30/10712 at per. g) Catebte on 5/11/02 at par. gl) 53S6 to 5/11/02. then &B%. h) 10WK to 14/ 
12/98, then 16% -3 x 12-mth Lbor. D Long 1st coupon 


Yesterday's deal was 
placed mainly in Italy, Spain 
and Switzerland, but some 
demand also came from 
investors in France and the 
Benelux region. 

Credit Suisse First Boston, 
the lead manag er, said the 
BNDES issue atmnr! to sat- 


isfy growing demand by 
investors for long-dated 
paper, which offers higher 
yields. 

A syndicate official also 
said that, although the yield 
spread over German bunds 
had widened slightly from 
its launch level of 303 basis 


points, CSFB was confident 
the deal would show a good 
performance once the paper 
is transferred from hanks to 
their final clients. 

Last year's deal has tight- 
ened to a spread of 190 basis 
points over five-year bunds, 
from 384 paints at launch. 


CAPITAL markets news digest 


Further delay to 
Vietnam debt deal 

Vietnam's London Club settlement with commercial 
creditors, already four months behind schedule, has been 
further delayed by the recent dismissal of the country* 
central bank governor and is unlikely to be si gnal before 
mid-November, a banker close to the deal said yesterday. 

Vietnam's central bank and a committee of foreign 
hanks are putting the finishing touches to the documenta- 
tion that would settle about 9750m in arrears owed mostly 
to Japanese and European banks. _ 

However, r pnp.h of the paperwork was signed by. wosl 
Kiem, a central bank chief who was ousted by parliament 
after allegedly mishandling a string of banking crises. 
“There is a delay in that some of this wfD have to be 
redone,” the banker said. Vietnam last week named Do . 
Que Luong acting governor. • ■ 

Once the deal is signed, Hanoi will make a cash down- 
payment of $15m and proceed with the issue of Brady 
bonds, backed by US Treasuries. The banker said yester- 
day’s modest devaluation of the local currency unit, the • 

non-convertible dong, would have no effect on the debt 
rescheduling. Jeremy Grant. BaruA 

■ DEPOSITARY RECEIPTS 


Banque Audi raises $81m 

Lebanon’s Banque Audi has raised $8lm in a further offer- 
ing of Global Depositary Receipts. Hie an share issue, led 
by Robert Fleming, was priced at $27 each. Ban que A udi, 
Lebanon’s third largest bank, raised $34m in its first GDR 
issue in 1995. The bank's shares trade on the Beirut Stock 
Exchange and the GDRs will be listed in London. 

Banque Audi has been on a drive to boost its capital to 
finance a planned expansion in the local market. With a 
wave of consolidation, expected in Lebanon's over-banked 
market, Banque Audi earlier this year bought Cn&dit Com- 
mercial du Moyen-Orient. The acquisition raised Audi's 
market share from 7.5 per cent to 8J5 per cent. 

Roula Khalai 

■ DJIA DERIVATIVES 


Record first week on CBOT 

The Chicago Board of Trade, the world's largest deriva- 
tives exchange, said its new futures and options on the . 
'Dow Jones Industrial Average index had recorded the 
highest opening-week trading volumes in the exchange’s 
history. 

Almost 100,000 futures and op firms were traded between 
October 5 and 10, surpassing the record set by CBOTs 
derivatives on 10-year US Treasury notes, which traded 
93,683 lots in their first week in May 1982. 

The DJIA is arguably the world's best-known stock mar- 
ket index, although its composition Is basic. Unlike mare 
advanced indices such as the S&P 500, the DJIA is an 
average of stock prices and does not take into account the 
size of the companies it includes. Samer Iskandar 


WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 


Oct 14 


Rod 


Bid 


BU Day chgWk dig Month Year 


Aintrafta 

03/09 

8250 101.5410 

5.10 

-0X4 

+0X8 

+032 

-1.46 


1Q7D7 

10.000 125 .9401 

841 

-0X5 

+0X9 

- 

-1.10 

Austria 

08/99 

7JOOO 104.3500 

4X8 

+0.02 

+030 

+037 

+1X2 


07/07 

5JB5 100.2000 

5X0 

-0X4 

*0.10 

-0.11 

-049 

Belgium 

04/99 

7.000 103.7200 

441 

-0X4 

+033 

+041 

+1X0 


03817 

6250 104.1500 

5X7 

-0X2 

+0.15 

-0X7 

-042 

Canada 

03/99 

4J00 100-0000 

3X3 

-0X4 

+0.10 

-an 

-035 


06/07 

7.250 1114000 

5X7 

-0X3 

+0X0 

-030 

-1X2 

Denmark 

12/99 

BD0010Z2800 

4X5 

-0X1 

+ax7 

+031 

+0X0 


11/07 

7X00 107.1800 

6X3 

-0X4 

+0.15 

-0X0 

-0X2 

Pfafand 

01/99 

11X00 107X610 

436 

-0X4 

♦0.15 

+040 

+031 


04/06 

7X50 110X990 

5.71 

-0X7 

+0.10 

-0.16 

-071 

France 

11/99 

7X00 105X200 

441 

-0X2 

+0X9 

+043 

+062 


10/04 

6.750 108X200 

530 

-0X1 

+0X0 

+0.18 

-0X1 


10/07 

5X00 99.4500 

5X7 

-0X3 

+0.14 

+0X2 

-040 


10*25 

8X00 98.7900 

8X9 

-0X3 

+0X8 

-0.14 

-073 

Gmumy 

06/99 

3X00 98.7900 

438 

- 

+031 

+040 

+033 


07/04 

8.750 108X500 

5X0 

-0X3 

+0.16 

+0X3 

-034 


07/07 

6X00 103X800 

0X6 

-0X4 

+0.11 

-0.10 

-047 


07/27 

8X00 105X300 

8.11 

-0X4 

+0X8 

-0X0 

-0.75 

Ireland 

0*99 

8X30 100X800 

5X0 

- 

+0X8 

-0X0 

-0X7 


08/06 

8X00113X300 

6X1 

-0X3 

+0X9 

-030 

-0X6 

Italy 

0500 

8X00 101.7700 

5X5 

-0X9 

-0X2 

-050 

-2.11 


05/02 

8X60 102X300 

BX4 

-0X6 

+0X3 

-038 

-2X9 


07/07 

6.750 105X300 

5X5 

-0.14 

-0X8 

-044 

-23B 


11/28 

7X30 109.1600 

8X4 

-oxe 

-0X7 

-047 

-2X3 

Japan 

06/90 

4X00 107.1200 

0X0 

-0X1 

+0X2 

- 

-048 


12/02 

4X00 117.1100 

1X8 

+0X1 

+0X8 

-016 

-079 


08/05 

3X00 108X300 

1X2 

tOXI 

+0X4 

-0X3 

-0X8 


03/17 

3X00 113X000 

2X4 

+0X1 

- 

-0X2 

-078 


08/99 

7X00 104X300 

4X4 

-0X1 

+0X8 

+0X9 

+094 


02/07 

5.750 101.4800 

5X4 

-0X3 

+0.12 

-006 

-037 

New Zeeland 

02/00 

8X00 99X610 

0.79 

-0X6 

-0X3 

-042 

-074 


11/06 

8X00 106X584 

8X9 

-0X8 

+0X9 

-038 

-1.12 

Hi ,, ■ran 

01/99 

9X00 105X300 

445 

+0X4 

+0X1 

-O01 

-0X7 


01AJ7 

6.760 107X000 

6.75 

+0X1 

+0.11 

-0.17 

-0X8 

Portugal 

03/09 

8X00 104X7B1 

5X7 

-0X1 

+0.15 

-0X8 

-1X4 

02/07 

5X25104X220 

5X6 

-0X0 

+0X7 

-0X9 

-1.63 

spate 

07/09 

7MB 104.1427 

4X0 

- 

+0.14 

-ooe 

-1.64 

03/07 

7X50110X774 

5X2 

-0X2 

+0.10 

-027 

-1.79 

AWIBdRI 

01/69 

11X00 107X110 

4X2 

-0X2 

+0.17 

+0.12 

-049 


06/07 

BXOO 113X800 

8.18 

-0X6 

+0X1 

-035 

-1.19 


03/99 

4.000 102X800 

2X3 

+0X1 

*0X8 

+031 

+0X8 


06/07 

4X00 107X800 

3X7 

-0X1 

+0.12 

- 

-029 

UK 

08/99 

6X00 S&4888 

8X0 

-0X5 

- 

+0X3 

+071 

11/04 

a 750 101X391 

B47 

-0X4 

+0X8 

-046 

-066 


12/07 

7X50 108.1250 

642 

-0X2 

+0.11 

-049 

-1X6 


06/21 

0000119X859 

842 

-0X2 

+0X9 

-044 

-138 

US 

07/99 

5X75 100X780 

5X2 

-0X3 

+0.14 

-009 

-009 

05AM 

7X50 108X270 

8X9 

-0X3 

+0.18 

-017 

-0X1 


06/07 

0125 100X880 

6X9 

-0X5 

+0.18 

-020 

-048 


06/27 

0375 99X750 

8X8 

-0X6 

+0.14 

-0X1 

-046 

ECU 

03/99 

5X00 1003900 

4X9 

-0X5 

+0X0 

+0X0 

+048 


04/07 

5X00 98X400 

5.74 

-0X3 

+0.14 

-017 

-0X8 


London ctoekVL Now YorX n^d-ctay. 

YMdK Local mortal nandrnd/Amtebsd yMd t 
tax at 125 par am made by rwwoeWonte. 


Sams biMracUvo Dma/FT Jntonnaslon 
. YMkta shown tor Italy wteud* wbMwIdtag 


10 YEAR BENCHMARK SPREADS 

Sprati Spread 


EM 

Yirtd Bunds T-Bonth 


Aon 

Msbxn 

Canada 

Dmmart 

FHmd 

Franca 

□wmony 

Ireland 

Italy 


Ml +088 

6.33 +004 

5-68 *4.11 

687 *0.12 

603 *048 

6,71 +0.16 

657 +<U1Z 

636 

601 *048 

555 +040 

108 -173 

654 -OD1 


+038 N 
-060 Norway 
-043 Ported 
-042 Spain 
-OOE Swedan 
-038 Swfizartwid 
-052 UK 
-OS4 US 

-ooe ecu 

-0- 14 Source; M aadtea 
-4-27 London dosing. 
-OSS AimuMsed yMd 



Spread 

Spread 

9d 

WB 

VS 

"fluid 

Bunds T-Bonds 

Am 

♦1.1* 

+0X0 

6.75 

+0X0 

-034 

5X6 

+041 

-0.13 

9X2 

+037 

-017 

&1B 

+0X3 

+009 

3X7 

-1XS 

-5X2 

642 

+0X7 

+033 

8X9 

+0X4 

- 

S.74 

+aie 

-035 


DeSa/FT l 
New York dating. 


EMERGING MARKET BONDS 







Day's 

Mth’s 

Red 


S&P 

BU 

Bid 

Choe 

chge 

date 

Coupn 

Rating 

price 

yWd 

yw 

yw 


v • :■ 

1.^. 

• 





02/02 

7X00 

8BB— 

98.0113 

734 

+0X8 

-0X9 

07/00 

7.750 

SBB- 

102.9499 

632 

-004 

-0.15 

11/01 

9X50 

BB- 

1043772 

735 

-0X2 

-038 



y 


01/17 

11375 

BB 

1183987 

948 

-0.01 

-0X4 

11A11 

8.875 

BB- 

103X892 

739 

-0X4 

-0.12 

01/07 

9375 

BS 

108X579 

058 

-aw 

-036 


Jet 14 


iroatia 

■otand 


iganH na 

razH 

tedco 


■ ASIA . 

Wna 07/06 

hfflpplnes 10/16 

toiand 04/07 

■ «TOWWDWJ5*AST : 

Eftanoi 07/00 8.125 B8- 

outti Africa 12/99 9.625 BB+ 1056955 

urksy 05/02 10.000 B 

■ BRADY BONDS . 

rgenttea 03ffi3 6S00 BB 

razfl 04/24 5^50 BB- 

KtOco 12/IB 6250 BB 

sncuueta 03/20 6-750 B+ 


7.750 BBB+ 104.4583 

8.750 BB+ 992848 

7.750 A- 972212 


105.6381 


7S.1046 

74LS702 

83-1087 

862683 


ndon cbslng. fr toaj In U SS. 
tncLrd ft Poor's nilinBO. 


’’iil'.. ■U'-. 

724 -002 +0.08 
823 +003 +010 
628 -002 +050 

■ i 

■ i-v-Vi.' ; 

7.72 +001 -*O01 
074 -028 -020 
&A3 -020 -018 

821 -004 -035 
829 -004 +1.68 
727 -004 -028 
8.02 -0.04 -025 

liriraralwia Ualo/FI Briomtetton. 


Sprd 

vs 

US 


+1^7 

+065 

+204 

+324 

*128 

*ZA7 

+027 

+2.61 

+127 

• :t,r; 

+128 

+084 

+222 

+128 

+128 

+120 

+1.74 


BOND FUTURES AND OPTIONS 
Franca 

■ NOTIONAL FRENCH BOND FUTURES (MAT1F) FFr500200 



Open 

Sett price Change 

High 

Low 

Dec 

99.10 

99.10 

+0.18 

99.14 

98.98 

Mar 

98.56 

98.56 

+0.14 

9838 

98.50 

Jun 

98.14 

98.14 

+0.16 

98.14 

98.14 


72.183 133.843 

222 6,067 

2 


LONG TBUMt FRH4CH BOND OPTIONS (MATIF) 


Strike 

Price 

Nov 

- fltllfi ~ 

Dec 

Mar 

Nov 

— PUTS — 
Dec 

Mar 

97 

- 

2X4 

_ 

0.02 

015 

083 

98 

1X0 

1.40 

133 

Oil 

030 

097 

98 

046 

0.75 

037 

038 

oes 

140 

100 

0X9 

0.32 

0.57 

098 

1X2 

- 

101 

0X1 

aio 

0X9 

1.91 

139 

- 


E9L id. Wd. CM* 11215 Pun 14277. Prr+xn dqTa open W_ CM* JW75 Pus 95JW1 

Germany 

NOTIONAL GERMAN BUND FUTURES (UFFE)' DM250000 lOOths of100% 



Open 

Sett price Change 

High 

Low 

Est. vd Open ML 

Dec 

102X9 

102.50 +0XS 

10237 

102X5 

91980 

318520 

Ma- 

101.70 

101.78 +0X4 

101.70 

101.70 

100 

7705 

■ BUND FUTURES OPTIONS (LIFFE) DM250.000 points of 10096 



Strata 

Price 

Nov 

Dec 

CALLS - 
Jan 

Mar 

Nov 

Dec 

pure — 

Jan 

Mar 

10250 

047 

0.80 

038 

037 

0X2 

035 

1.18 

1.47 

10300 

0X1 

034 

0.47 

0.70 

046 

079 

147 

1.76 

10350 

008 

0.34 

033 

03S 

083 

1.09 

133 

2.08 

Est vcL fate. Cola 18048 Puts 17630 Previous da/s open hL. Cob 304138 Puta 2E63K 


■ NOTIONAL OBTHAN BUND ffiOBQ FUTURES 
ODTB) DM266,000 lOOttra of 100% 


Open Sett price Change High Low Eat. vd Open bit. 
Dec 10326 10324 +028 10329 10324 93.061 254^175 

Mv 102.71 102.69 +0-08 102.71 102.71 30 2.B61 


Maly ' 

■ NOTIONAL ITALIAN QOVT. BOND (BTP) FUTURES 
(UFFq- Ura 200m lOOUte of 100% 


Open Sett price Change High Low Eat vd Open bit 

111.30 111.88 +1.08 112.02 111.30 65198 119368 

111.83 +1.08 - - 0 1438 

■ ITALIAN QOVT. BONO (BTP1 FUTURES OPTIONS (LffFE) LIra200m lOOtta of 10098 


Dec 

Mar 


Strike 

Price 

Dec 

CALLS 

Mar 

Dec 

PUTS 

Mar 

11250 

037 

1.56 

035 

1.59 

11300 

0.6Q 

1X9 

1.08 

1.82 

11350 

042 

1X4 

1.40 

ZD7 


Eat «oL bu, cmb ease pub 7737. Pm 


day** open hL. Cota 118801 Puts 101335 


Spain 

■ NOTIONAL SPANISH BOND FUTURES (MEFF) 



Open 

Setiprice Change 

High 

Low 

Dec 

103.75 

103.80 

+027 

10335 

103.64 

Mar 

103.46 

103X7 

+0.45 

103.46 

103.44 

UK 







Est iroL Open mt. 
SZ.0B7 76,722 
100 


■ NOTIONAL UK CULT FUTURES QJFFET £50,000 32nda of 100% 

Open SeK price Change High Lew Est. vd Open bit 
Dec 119-07 119-16 +0-20 119-22 119-06 50101 192596 

Mv 119-13 119-14 +020 119-13 119-13 75 1937 

I ■ LONG GU.T FUTURES OPTIONS (LIFFE) £50.000 B4ths of 100% 


Stifae 

Plrioft 

Nov 

Dee 

CALLS - 
Jan 

MV 

Nov 

Doc 

purrs — 
Jan 

Mar 

IIS 

031 

1-27 

1-48 

2-18 

0-19 

0-49 

1-10 

1-42 

120 

0X4 

0-57 

1-15 

1-47 

0-46 

1-15 

1-41 

2-09 

121 

007 

0-33 

0-64 

1-20 

1-29 

1-55 

2-16 

2-46 

EaL vaL fate, 10931 Puts 1861. Previous day's open Int. Cota 5B064 Pula 35608 


Ecu 

■ ECU BOND FUTURES (MATIF) ECU100J00 


Dec 


Open 

saxe 


Sect price Change 
9a 14 +022 


High 

88.14 


Lew 

98.06 


EsL vd. Open bit. 
357 5.115 


US 

■ US TREASURY BOWP FUTURES (CBT) SlOOJOO 32nds of 100« 

Open Latest Change High Low Etf. vd. Open fnL 

115- 07 115-17 +0-16 115-23 115.07 510.627 642,182 

116- 05 115-07 +0-16 115-12 115-03 7.378 68,819 

115-31 - 1226 8.404 


Dec 

Me 

Jun 


Japan 

■ NOTIONAL LONG THW JAPANESE GOVT. BOND FUTURES 

PJFFE) YIQOm TOOttiE of 100% 

Open Close Change High Lew Est vd Open bit. 
Dec 12938 - - 129^9 12927 1213 n/a 

Mb' 12545 - - 12846 12838 184 n/a 

• LFFE teem tisa traded on APT, M Osan bitanal S99. aw far pravbM aay. 
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IIS CORPORATE BONDS 


Oct 18 

.■wbrimES'..' 


Red 

date 


Coupn 


5 & P 
Rating 


Day's Mth's Sprd 
Bid Bid digs dtge v 
price yield yid yld Govts 


PacBefl 

07/02 

7X5 

AA- 

1033937 

6.40 

- 

-0.13 

+038 

NY Tel 

08/25 

7X0 

A+ 

963502 

730 

-0X1 

-018 

+037 

CWE 

05/08 

8X0 

BBB 

107.1770 

7X2 

-0X1 

-0.13 

+038 



rPj|- • V • ' 


. • • *. - -s' 

- •. 


' - •.—j - 


.'■-.FWAW5IALB:.,.:..; 




.. . 


/ . .-. 

“ . •* . 

GECC 

05/07 

V75 

AAA 

1143963 

6.62 

-0.01 

-014 

+048 

Banc One 

0BU2 

7X5 

A+ 

1001438 

047 

- 

-0.14 

+045 

US Went 

01/07 

730BBB+ 

102X122 

638 

-0X1 

-0X8 

+032 




■ ' . 

*' # 


. : .v j.. 

• 1 

WMXTech 

04/99 

6JZ5 

A- 

100.1072 

6.16 

-001 

-007 

+033 

Wat Mart 

05/02 

a7s 

AA 

1013782 

634 

-0X1 

-014 

+032 

Dayton Hud 

08/21 

9.70 BBB+ 

1253787 

739 

- 

-012 

+036 

■ :AQBtoCS : 

■Z: 






. M 

• irl 

FHLMC 

04/07 

7.14 

N/A 

104.9918 

042 

-0X1 

-0.14 

+028 

SLMA 

□3/00 

730 

N/A 

1033294 

088 

-0X2 

-0.11 

+007 

FNMA 

02/18 

835 

N/A 

1233906 

080 

-0X1 

-018 

+037 

FFCB 

08/06 

835 

N/A 

116.7617 

838 

-0.01 

-0.14 

+034 

■ HIGH YIELD ■ '- 






,v -y.‘ 

■ ’ v * 1 

Stone Cant 

02/01 

9.88 

B 

1023750 

0X0 

_ 

_ 

_ 

AKSti 

12/01 

9.13 

BB- 

105.1260 

0X0 

- 

- 

- 

Pacalta 

08/04 

1075 

B- 

104,7500 

0X0 

- 

- 

- 


Now Ycrh daring. 

Staidtad ft Poors raflrga. YMOx aami-innud baris. 


US INTEREST RATES 


Sourxe boradhe DW^FT MormeBan. 


Latest 

One iron* _ 

Treasury Bfls 

ate Bond Yields 

Two year 

_ 530 

Prime tea 

6% Twnmnft- 

- 


— 580 

Bralw lorn* rata 

Wh* .. 

7% Ttoee nerilL. 
5a Sh monOt — 

5.12 

S3» 

Rwyov 

10- yew 

30*ar 

538 

006 

fod-tonds at fctmvHittor 

■ taeyav — 

551 

639 


INTERNATIOHAL BONDS 


‘ Day's 
Bid dice 
ykf yld 


Maria Spread, 
chge v 
yld Govts 


Rad S&P Bid 

Oct 14 date Coupon Rating price 

BB 02/07 5.750 AAA 1009800 6431 -0.04 -0471 +036 

Spate 01AJ7 5.750 AA' 100.4500 . . 538 - -032 rOA2 +ai3 

Ptiffip Monte Q3/04 5275 A 982000 5.80 +0.13 +0.12 +0X0 

ABNAmro 03/05 3.825 n/a 992554 528 -0.04 - +0.15 

Austria 01/04 5200 AAA" 1002400 521 -021 +021 +021 

AtibayN a OZ/D* 6-000 M 1032400 526 -0.02 +0.18 +006 

Cred Fonder 02AM 8.125 A 1172900 526 -002 +0.17 +028 

Atfaey Nat 0M» 4210 AAr 100.7988 440 -0.03 -029 -1.07 

SB ( 

Abbey Nat ( 

WdtDIaney ( 

Abbey Nat ( 

SB 

DreodnerBk 
RBS 
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CURRENCIES AND MONEY 


Lira surges as Italy resolves crisis 


MARKETS REPORT 


By Sfmon Kupor 

The lira rallied yesterday as 
Rom a n o Prodi, Italian prime 
minister, stayed In office 
after agreeing a budget deal 

with the Communist Re foun- 
dation. 

Mr. Prodi and bis centre- 
left government resigned 
last week when Refounda- 
tian refused to back its defi- 
cit cutting budget for 1998. 
The political crisis had 
raised modest doubt about 
whether Italy would qualify 
for the start of European 
economic and monetary 
union in 1999 , and the lira 
had dropped to about L98S 
against the XTMark. 

Yesterday it rose IA3 to 
L978.3 ag ains t the German 
currency. ABN- Amro said: 
“It is now difficult to see 
what can derail Italy’s early 
Emu membership aspira- 
tions.” Eurolira futures con- 
tracts jumped 20 to 25 basis 
points across the yield 


curve, to price ia interest 
rate cuts expected in the 
run-up to Emu. There was 
talk in the market that the 
Bank of Italy would make 
one cut virtually immedi- 
ately. 

The yen dropped through 
key technical levels against 
the D-Mark, and dollar, 
driven by the market’s pessi- 
mism about the Japanese 
economy. Kenneth Landon. 
senior currency economist at 
Deutsche Morgan Grenfell in 
TOkyo, also noted that “sea- 
sonal outflows of capital 
from Japan usually peak at 
thin time of year." 

“Japanese pension hinds 
are allocating new cash to 
money managers this week," 
he said. Some of the money 
would be spent on foreign 
bonds, which offered more 

■ Pe rart bTi*— i rYocfc 
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attractive returns than the 
sub-two per cent yields on 
Japanese bonds. 

The yen dropped Y1 
against the dollar and YO Ji 
against the D-Mark to dose 
in London at Y121.8 and 

Y69.33 respectively. How- 
ever, currency strategists 
noted that trading remained 
within the ranges of the last 
few weeks. The dollar has 
failed to hold above Y122, 
and the D-Mark above Y70. 
Paul Meggyesl. senior cur- 
rency economist at DMG in 
London, said: “I don’t see 
anything to cause me to sup- 
pose that it’s going to be dif- 
ferent now.” So the market 
dismisses moves in dol- 
lar/yen and D-Mark/yen as 
mere shuffles. 

■ The dollar/D-Mark rate 
continues to seek a direc- 
tion. It is traditionally 
moved chiefly by interest 
rate changes in the US and 
Germany, but the market is 
unsure whether last week’s 
rise in the German repo rate 


Lira 

Against the 0-Mark (Kre per DM1 

STB - 



was the last for a while. 
Also, says Peter Luxton. 
director of global currencies 
at S&P’s MMS, traders are 
uncertain whether a US rate 
rise would help or hurt the 
dollar. 

In London trading yester- 
day the dollar crept higher 
after two Bundesbankers 
suggested that German rate 
rises were over for now. 
Johann Wilhelm Gaddum, 


the bank's vice president, 
said last week's increase was 
“under current market con- 
ditions. enough”. He added 
that the dollar was currently 
not strong enough against 
the D-Mark to put upward 
pressure on German prices. 
Helmut Schieber. member of 
the Bundesbank’s director- 
ate. said that the German 
interest rate scene would 
“have a certain period of 
calm". But he added: The 
situation can change.” 

After the London close, 
however, Helmut Hesse, one 
of the bank's council mem- 
bers, pushed the market the 
opposite way. The bank 
would review rates every 
fortnight, he said. That 
brought the dollar back 

■ OTHER CURREMCICS 
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down to PM1.75Q7, 
unchanged from Monday. 

Mr Meggy esi said that one 
argument for a rise in the 
dollar against the D-Mark 
was that fund managers and 
traders were now fairly 

short the US currency. 

■ The Norwegian krone fell 
from NKr4.Q02 to .\Kr4.030 
against the D-Mark, alter 
Norway’s new coalition gov- 
ernment seemed to say that 
the central bank's mandate 
would remain the same. The 
Norges Bank’s current task 
is to maintain a stable cur- 
rency. There had been talk 
that the new government 
would give it an inflation 
target instead. That could 
have resulted in interest rate 
rises, which would have 
boosted tbe krone. 

The maintenance of the 
mandate has hit the cur- 
rency. So has the recent fall 
in oil prices, as Middle East 
tensions have failed to 
worsen. Norway is a leading 
exporter of oil. 
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CROSS RATES AND DERIVATIVES 


Australia 

Hong Kong 

India 
Israel 
Japan 
Malaysia 
New Zaafaid 
Phtfppnes 
Saudi Arabia 
Sngapwa 
Scum Africa 
South Korea 
Taiwan 
Thailand 


IASI 

(HKS) 

PS) 

fSNO 

(V) 

(MSI 

(NZS) 

(Peso) 

(SR) 

(SS) 

P) 


Ctoafng 

imd-pam 

Change BfcVoffer 
cm day spread 

Day's mid 
high tow 

123625 

+05402 591 - 658 

123630 

122900 

365400 

+01 200 - 600 

365620 

385310 

66801 

+O.Q22 BS1 - 901 

6.6327 

65*99 

55695 

+0.0202 675 - 715 

55719 

52378 

5 8922 

+0.0152 912 - 932 

55962 

55599 

1.7564 

+00058 560 -567 

1.7573 

17464 

276485 

+0.035 410 - 560 

276 670 

274 560 

1.4660 

+0506 650 - 670 

1.4690 

1.4555 

171055 

-15 750 - SCO 

1723.00 

170950 

365400 

+0.1 200 - 600 

365620 

365310 

1 9783 

+0 0063 778 - 788 

15795 

1.9669 

7.07 7B 

+0.0714 761 - 796 

7 DECO 

65030 

178.750 

+0.77 700 - 800 

178.900 

177550 

140.185 

♦0.405 I/O - 200 

140570 

147550 

73830 

+0.0222 B05 - 655 

75918 

75182 

1.4635 

+0.0016 630 - 639 

|4064 

1.4591 

1.6182 

-05049 178 - 105 

16250 

15153 

1.1174 

-0.0031 170 - 177 

1.1230 

1.11® 

0.73140 

- 

- 

- 

04998 

-398 - 998 

05998 

0.9998 

1.0962 

+05001 981 -903 

15985 

15980 

1.3818 

+05013 815 - 820 

15826 

15792 

7.7370 

-0.0105 320 - 420 

7.7430 

7.7310 

Urica 




13572 

+0506J 567 - 578 

15585 

15558 

7.7370 

+05025 365 - 375 

7.7378 

7.7345 

365445 

+05245 270 - 620 

36.2650 

365100 

33033 

+0 0068 986 - 079 

35086 

3.4881 

121.775 

+0345 750 - 800 

121530 

120550 

3-1025 

-0.0405 000 - 050 

3.1425 

35730 

1.5486 

+05026 480 - 492 

15496 

1.5474 

345450 

+1275 500 - 400 

345000 

335000 

3.7505 

- 504 - 506 

3.7508 

3.7503 

13448 

+0.0048 440 - 455 

15460 

15307 

4.6730 

+05075 715 - 745 

45750 

4.6580 

914.150 

+005 100 - 200 

914500 

913.500 

28 4800 

- 780- 820 

28X830 

26.4750 

38.5000 

- 500 - 500 

365700 

355000 


One month 
Rare %PA 


Three months One pear JPMngsn 
Rote %PA Rate 4»PA mdex 


12.3385 

25 

125895 

2.4 

12.K55 

2.4 

1024 

36.165 

25 

360135 

25 

35.22 

25 

102.4 

6.6774 

2.1 

65531 

22 

65467 

2.1 

1038 

5.256 

25 

523*4 

2.7 

5.1405 

24 

813 

55807 

24 

55566 

i4 

5.748 

2.4 

105.1 

1.7526 

2.6 

1.7448 

27 

1.7098 

2.7 

103.1 

27778 

-5 6 

279.835 

-48 

256.905 

-38 

6S3 

1.4652 

0.6 

14643 

05 

1.4647 

0.1 

. 

1720.02 

-15 

172303 

-l 1 

172645 

-08 

753 

36.165 

23 

365135 

25 

35 32 

25 

1024 

1574 

2.6 

15655 

2.6 

18275 

26 

101.7 

7.0633 

2.4 

7.0349 

2.4 

69232 

22 

lOO.D 

170.714 

02 

178 66 

OX! 

177.43 

0.7 

923 

14&14 

0.4 

147565 

0.6 

146.79 

03 

77.0 

75739 

14 

75546 

15 

74806 

14 

065 

1.4582 

44 

1.4475 

4.4 

1.402 

45 

10*8 

1.616 

1.6 

1.612 

15 

15957 

14 

995 

1.1188 

-15 

1.122 

-1.7 

1.1376 

-18 

• 

1.3786 

2.7 

15729 

25 

15523 

2.1 

845 

7.8*55 

-164 

8X665 

-165 

8.967 

-158 

- 

- 

- 

- 

- 

- 

- 

1055 

15566 

05 

15548 

0.7 

15*64 

08 

94.6 

7.7375 

-0.1 

7.7384 

-0.1 

7.7407 

0.0 

- 

36502 

-45 

38567 

-tj 

378795 

-45 

- 

121.26 

5.1 

12026 

5.0 

'1556 

48 127.7 

3.107 

-1.7 

3.116 

-1.7 

3.146 

*14 

- 

15494 

-0.6 

1.5518 

-08 

1.5619 

-03 


3.7512 

-05 

3.7522 

-02 

3.7569 

-02 

. 

15431 

14 

15333 

14 

15196 

1.6 

- 

4.7135 

-1D.4 

4 793 

-105 

5 0955 

-93 

• 

28491 

-05 

285 


285925 

-04 

_ 

36545 

-145 

37.65 

-12.6 

3888 

-65 

«" 


quoted to Hw market bu are ii r v al u e by currant Merest raxes. (K kebnd & ECU are rereiad m US currency. JP. Morgan nonsial Inctas oa 
13; Bobo maregs 1BWM00. 

The nchenge rata printed m mu tobta we obo eradabla an the Mama a IMpcftmwwfTjeom 


MONEY RATES 


October 14 

Over 

One 

Three 

a* 

One 

lornb. 

fts 

Repo 


right 

month 

tilths 

uvihs 

yea 

ar,«. 

rate 

rats 

EMptan 

33 

33 

3fi 

4i 

K 

6.00 

2.75 

- 

France 

32 

34 

34 

32 

4 i 

330 

- 

4.76 

Germany 

W* 

3£ 

34 

33 

A 

J5Q 

250 

330 

Mart 

6Vi 

6'4 

Bi 

6 

5E 

- 

- 

5.75 

tol 1 

63 

6tt 

«C 

Si 

Vi 

7.75 

685 

6 02 

nBnMnarav 

32 

3!’ 

“iJ 

3% 

an 


- 

2.75 

3.30 

Swbarfand 

114 

lla 

1*9 

is 

2Kf 

- 

1J» 

- 

US 

5^ 

K 

S3 

% 

5U 

. 

530 

- 

Japan 

JC 

rtf 

M 

h 

r* 

V 

- 

050 

- 

■ SLBOR FT London 








Interbank FWng 

- 

5* 

541 

52 

6-2 

- 

- 

- 

US DribrCOa 

- 

5.46 

552 

5.61 

5.77 

- 

- 

- 

ECU LMcod Os 

- 


4 4 

4'* 


- 

- 

- 

SDR Unkad Ds 

- 

S3 

32 

32 

as 

- 

- 

- 


5 LIBCR Martaa* fixing rates we oflerod rates tor Siam gtoteq » 9 k matin by (our 
reference at HOP 1 oasd vrertag day. The barts ore Santas Truu. 8nnv of T gkya 

Wnltti Berdaye and Nauanal W umn uerw. 

Uta rates we shown ter Vie oommuc Mmey Rues. USS CDs. ECU & SDR Lxihrd Deposes iDr; 

EURO CURRENCY INTEREST RATES 

Oct 14 Short 7 days One Threw Six 


months months 


One 

year 


Bt *? an Franc 


-ft 

3}* - 

3ft 

3li- 

3ft 

3i2 

3* 

4ft 

- 4 

4ft . 

4ft 

Danfih Krone 

4V 

■3ia 

3% - 

353 

3ft- 

3ft 

*A 

rt! 

4ft 

- 4ft 

4ft ■ 

■ *Jl 

Qennan Mari 


■ 3ft 

3JJ- 

3ft 

^2 ■ 

3ft 

3ft 

3li 

35 

-Oft 

4ft 

■ 3lS 

Duron Guilder 

3 h ■ 

-31* 

3Jf - 

3ito 

3 B- 

3*i 

3U 

3ft 

3i: 

3iJ 

4ft 

- 4 

French Franc 

3,4 

■3% 

353 - 

355 

3ft- 

3ft 

3ft 

3ft 

3ft 

3® 

4ft ■ 

■3li 

Portuguese E9C. 

5^ 

-SB 

S55- 

stt 

sii- 

5 £ 

5ft 

5ft 

5ft 

-5ft 

s ft 

-& 

Spamsh Peseta 

5d 

■5ft 

5^8 

-5 

5ft 

- 5 

5ft 

5ft 

5ft 

■4|| 

5 - 

4]* 

Sterihg 

7 ' 

6% 

7k - 

6ft 

7ft - 

7ft 

7ft 

7ft 

7.ft ' 

- 744 

713 

73 

Swiss Franc 


■iL 

m - 

1»2 

III ' 

li! 

lii 

IS 

2 - 

ift 

aft 

2ft 

Canrtan Dolar 

■ 

-3ft 

3*8 - 

3ft 

3ft- 

3ft 

3^ 

3ft 

4 - 

3ft 

43 

4ft 

US Dota 

5ft - 

■ Sft 

5*6 - 

sk 

SJ3- 

5t 

5C 

5 JS 

Sft 

■ 5ft 

5U 

Ki 

ttaSiai Lira 

7ft- 

6fi 

65- 

aft 

fl3« - 

65J 

6,*, 

Sift 

6ft- 

■6ft 

53 

sll 

Japanese Yen 

^ ■ 

■a 

*2 - 

53 

ii- 

ft 

a 

■ft 

Ji 

1 ft 

3 

l 2 

Asian 5S*ig 

!%■ 

■ 1 J 2 

2ft- 

2ft 

3ft- 

3ft 

3ft 

3ft 

3(2 ■ 

■31J 


Sll 


Steen term raters wn ca» lor ihn U3 Dofler anil Yen, atm; tuo days' nonce 
■ THUS HOWTH PBOR FUTURES (MATIFJParis Merbenk offered rare 



Open 

See price Change 

High 

LOW 

EsL vol 

Open rrn. 

Dec 

8026 

9625 

+0.01 

9626 

9625 

8.896 

38.063 

Mar 

9584 

9583 

+0-03 

9594 

95.92 

9.127 

43.770 

Jun 

95.67 

9587 

+0.02 

95.68 

95.67 

3.706 

29.741 

■ THREE lfOWTH JEUROMARK TOTURES (UFfET DM1 m pones c4 100«« 


Open 

Seat price Change 

High 

Low 

EsL vol 

Open tnt. 

Dec 

9623 

9623 

+0.03 

9625 

9622 

50599 

326660 

Mar 

95.93 

9583 

+0.02 

9596 

95.92 

55379 

304308 

Jut 

95.65 

95.66 

+0.02 

9569 

9563 

35462 

258724 

Sep 

95.46 

95.47 

+0.02 

95.51 

9545 

15536 

195836 

■ DUE MONTH EUROMAKK FinURES (UFF^T DM3nl points Of 1004o 


Open 

Sett pride Change 

High 

Low 

Est. vol 

Open rrt. 

Oct 

- 

9684 

. 

- 

. 

0 

400 

Nov 

- 

96 49 

■ 

- 


0 

60 

Dec 

9625 

9622 

+0.01 

9625 

9625 

2 

5430 

Jan 

* 

9621 

+0.01 

- 

- 

0 

150 

■ THREE MONTH EUROURA FUTURES (LIFFE)" LI 000 m potlts of 10O°t 


Open 

Salt price Change 

High 

Low 

Est. vol 

Open ire. 

Dec 

03.61 

83.73 

+0.13 

93.75 

93.61 

16177 

105414 

Mar 

94.34 

94.48 

+0.16 

94.49 

9424 

23801 

102397 

Jiai 

94.80 

9480 

+0.16 

94.92 

94.80 

15337 

89157 

Sep 

94.83 

9501 

+0.18 

9582 

94.90 

6274 

6T056 

■ HIRES 

I 

l 

3 

a 

8 

AC 


Open 

Sett price Change 

High 

Low 

EsL vol 

Open ire. 

Dec 

97^5 

97.89 

-004 

97.98 

97 B9 

5744 

84448 

Mar 

97.75 

97.68 

-0.04 

97.77 

97.71 

4030 

49573 

Jun 

9784 

97/47 

-004 

9726 

97/49 

2413 

26047 

Sep 

9785 

9728 

-0.04 

97.37 

9722 

7T8 

17543 

* THREE MONTH EUROYEN FUTURES (UFFE) YIQOm points at 100% 


Open 

Sett price Change 

High 

Low 

Est. vol 

Open InL 

Dec 

- 

99.45 

+0.02 

- 

- 

0 

n/a 

Mar 

- 

99.43 

+0.05 

- 

- 

0 

n/a 

Jiai 

■ 

99.36 

+088 

- 

- 

0 

n/a 

■ THREE MONTH ECU FUTURES (UFFE) Ecu 1m points of 100% 



Open 

Sett price Change 

High 

Low 

EsL vol 

Open ire. 

Dec 

95.38 

95.39 

+0.05 

9539 

9528 

787 

11571 

Mar 

95.30 

9520 

+0.01 

9521 

9520 

347 

0922 

Jun 

9625 

9524 

+0.03 

0525 

9524 

116 

6109 

Sep 

9520 

95.1B 

+0.D4 

9520 

95.19 

239 

5642 


■ LFFE hiurn ateo traded an APT 

■ EMtOLOtA OPTIONS (UFFS) LI 000m points of 1009b 


Strike 

Price 

8375 

9400 

B42S 


CALLS 


Dec 

033 

015 

006 


Mar 

059 

0.77 

057 


Jui 

155 

1.12 

0.90 


Dec 

009 

0.16 

0.32 


PUTS 

Mar Jun 

0.04 0.03 

0.07 0.05 

012 0.08 


Eel aeL tort, Cato 38860 Put* 29150. Ptartoua day's open mi., Cato 34568+ Puis 1(0385 


EXCHANGE CROSS RATES 

Oct 14 BFr DKr FFr 


DM 


NKr 


Pta SKr 


SIV 


CS 


Ecu 



Belgium 

(BF») 

100 

1848 

16.26 

4247 

1282 

4741 

5/458 

1923 

4932 

4082 

2022 

4.038 

1.705 

3213 

2.750 

3362 

2.489 


Denmart 

IDtO) 

54.13 

10 

6209 

2220 

1220 

2569 

2/958 

1028 

2872 

221.5 

11.34 

2.188 

0224 

2.068 

1.485 

162.0 

1238 


France 

(FFr) 

B121 

1125 

10 

2281 

1.158 

2918 

3.357 

12.01 

303.4 

2512 

1227 

2.404 

1.049 

2.345 

1.897 

2007 

1219 


Germany 

(DM) 

20.63 

3208 

3255 

1 

0288 

9782 

1.128 

4.030 

1012 

8427 

4217 

0.833 

0352 

0787 

0.569 

6923 

0210 


Ireland 


53.13 

9.806 

B.B38 

2275 

1 

2519 

2200 

1028 

282.0 

2172 

11.12 

2.148 

0208 

2.028 

1.488 

1782 

1212 


Italy - 

OJ 

2.109 

0289 

0243 

0.102 

0.040 

100 

0.115 

0412 

1040 

8224 

0241 

0.085 

0236 

0.080 

0256 

7.oa 7 

0052 


NetfMrianda (Ffl 

1822 

3281 

2278 

0288 

0245 

8605 

1 

3278 

9036 

74.91 

3233 

0.740 

0312 

0298 

0.505 

6126 

0.452 


Nonway 

(MO) 

5120 

9/451 

8225 

2.482 

D204 

2428 

2.795 

10 

2522 

209.4 

10.71 

2.068 

0.873 

1.952 

1413 

172.1 

1264 


Portugal 

(BU 

2027 

3.742 

3296 

0283 

0282 

9612 

1.107 

3260 

100 

6220 

4242 

0819 

0.346 

0773 

0559 

68.13 

0201 


Spain 

.(Pta) 

24.46 

4214 

3276 

1.185 

0.480 

1160 

1235 

4.776 

1202 

100 

5.117 

0288 

0/417 

0232 

0.675 

82.18 

0.604 

-1 •• 

Sweden 

(SKi) 

47.79 

8221 

7.770 

2216 

0200 

2266 

2209 

0234 

235.7 

195/4 

10 

1230 

0215 

1222 

1219 

1606 

1.180 


Switzerland 

(SFr) 

24.76 

4271 

422B 

1200 

0.466 

1174 

1252 

4238 

122.1 

1012 

5.181 

1 

0.422 

0944 

0.683 

8321 

0212 

• ; ■ 

UK 

(E) 

50.B4 

1022 

9235 

2242 

1.104 

2780 

3201 

11.45 

289.3 

2382 

1227 

2288 

1 

2238 

1.618 

197.1 

1.448 

* 

Canada 

1C50 

2023 

4241 

4264 

1271 

a494 

1243 

1.432 

0122 

129.4 

1072 

5.488 

1258 

0447 

1 

0.724 

88.13 

0648 


USA 

(S 

3884 

6289 

5292 

1.758 

0282 

1716 

1276 

7.078 

1782 

1462 

7283 

1464 

0618 

1.362 

1 

1212 

OB95 


Japan 

(V) 

29.76 

5-403 

4.839 

1/442 

0560 

1411 

1.625 

5212 

146.8 

121.7 

6227 

1202 

0207 

1.135 

0.621 

100 

0.735 

■ 1 

Ecu 


4049 

7.474 

B2S4 

1263 

0762 

1920 

2211 

7209 

199.7 

1652 

0473 

1235 

0.691 

1.544 

1.117 

136.1 

1 


Danish Kroner. Rwtfi Fiwk. Norweglwi Kronur, md Sweden Kronor per IK Bwglsn Franc, Ywv Ewaste. Lka end Paown per IDO 


■ P-MIUBK FUTURES ((MM) DM 125.000 par DM 


■ Japanese YEN nnuns (imm) Yen 125m per Yen loo 



Open 

Latest 

Change 

High 

Low 

EsL vol Open ML 


Open 

Law 

Change 

Wgh . 

Low 

EsL vol Open rrt. 

Dec 

02738 

02715 

-02025 

02723 

05712 

3220 

69.470 

Dec 

0.B353 

0.8289 

-0.0130 

0.8353 

0.EC82 

7.997 

87.586 

Mar 

02746 

02742 

-00027 

05748 

02742 

10 

2246 

Mar 

08479 

02523 

- 

0.8385 

02395 

61 

881 

Jun 

02773 

02773 

- 

02773 

05773 

1 

2,817 

Jun 

- 

0.8633 

- 

- 


1 

163 

■ SWISS nunc FUTURES (IMM) SFr 125,000 per SFr 



■ STBRUNQ FUTURES (IMM) ES2.500 per C 




Dec - 

o.rara 

DJB869 

-00047 

02875 

02884 

2254 

38.793 

Dec 

12203 

1.8136 

-0.0040 

1.8140 

1.6110 

442 

29.612 

Mar 

02930 

06934 

-00047 

06930 

02930 

72 

1.675 

Mar 

- 

1.6110 

A- 

- 

- 

3 

253 

Jun 


0.7040 

- 

- 

- 

35 

265 

Jun 

- 

12050 

- 

- 

- 

52 

27 


UK INTEREST RATES 


LONDON MONEY RATES 

Oct 14 Over- 7 days One Three S be 

night - notice month months nxnths 


EMS EUROPEAN CURRENCY UNIT RATES 

Oct 14 Ecu can. Rate Change * */- (ram S6 spread Dhr. 
rtdes against Ecu on day 


cere, rate v weakest kicL 


One 


tntertrtft Sterflng 8 1 ; - 6^ 7% - 7 7 1* - 7 7% - 7i 7b - 7fl 7^ - 7|J 

Staring COs - - 7^ - 7 7&- 74 7ft - 7* 7JJ - 7JJ 

Treasury Bib • - - 7A -7 7^-7 - 

Baric BBs - . - 7-6* 7*-* 74-7* - 

Local authority dope. 8% - 64» 7-8% 7i - 7 7& - 7 1 * 7\ - 7iJ - 7\ 
Cfacount Marts! daps 63 - 6U 7-6% 

UK clearing bank base touring rate 7 per cart from Aug 7, 1997 

Up U 1 1-a 3-6 6-9 9-12 

month months mortfie months 


Cots of Tax dep. (DOOAOOJ ^ 5% 5 5 4* 

Certs of T« dep. undre CIOOOOO to 2lape. Doporta wOMhrwn lor Crete iJ+pe. 

Amtavler rweol dacomt an Oct 10. &94B0pc. ECCO Bred raw SUg. Eapcrt Ftanre. take 
op day Srei 30, 1097. MM rots hr period Oct 26. 1897 in No* 26. 1BST7, Scnerne O B54pc. 
KcT™ ter perioSAug Stt 1BB7 to top 31 1987. toteene. « 8 V » JSOdpe. Fhrece 
Home Bose Rata 7>apc tan Oct 1. 1807 

■ THRCE MONTH STBimo FUTURES (UFFE) E50a000 ppiroa ol 100% 



Open 

Sen price Change 

High 

Low 

Esl vot Open W. 

OfiC 

9224 


+001 

9227 

9225 

6711 

129997 

Mar 

ft? S3 

roxo 

+003 

9225 

92.51 

7716 

112631 

Jun 

9224 

9225 

+005 

9228 

9224 

13423 

88304 

Sep 

82.62 

9224 

♦006 

92.68 

9222 

7701 

68900 

Dec 

83.75 

92.78 

+007 


92.75 

7890 

63114 


Abo Mtod on APT. Al Open Merest fig*, ore lor previous day. 
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Ireland 

0.798706 
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Finland 
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529515 

+0.00378 
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-8 
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BASE LENDING RATES 


Adam a Company 750 
Aflsd btoh Bank (GB) 7,00 
•HerayArtbeener 7J)0 
Banco B«M 0 Mzcaya 7X0 
Bank of Cyprus . 740 
Baricotlreiimd 750. 
Bonked tnda 750 

BankofScctend 7 M 
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Bril Bk of Md East 7JM 
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Yorkshire Bank 750 
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032 
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TENDER NOTICE 


UK GOVERNMENT ECU 
TREASURY NOTES 


For tender on 21 October 1997 

1. The Bank of England announces the sale by Her Majesty's 
Treasury of ECU 500 miJHon nominal of UK Government ECU 
Treasury Notes, lor tender on a bid-yield basis on Tuesday. 
21 October 1997. These Notes will add to the ECU 500 million 
of the same security sold by tender on 21 January 1997, the 
ECU 500 mBIroD sold by tender on 15 April 1997 and the ECU 
500 million sold by tender on 15 July 1997. An additional ECU 
50 mason nominal of Notes will be al lotted directly to the Bank ol 
England for the account of (he Exchange Equalisation Account 
fEEA-). 

2. The ECU 500 miffion of Notes to be sold by tender will be 
dated as of 28 January 1997 and will mature on 28 January 
2000 . 

3. Notes will bear an annual coupon of 4% payable on 
28 January, starting on 28 January 1998. Payment for Notes 
allotted In the tender wfl! be due on 24 October 1997; the amount 
payable wtt include 286 days accrued interest 

4. A2 tenders must be made on the printed appfcation forms 
available on request from the Bank of England. Completed 
application forms must be lodged, by hand, al the Bank of 
England, Customer Settlement Services, Threadneedle Street, 
London not later than 10.30 a.m., London time, on 
21 October 1997. 

5. Tandem must be made on a yield basis (calculated on the 
basis of a month of 30 days and a year of 360 days) rounded to 
two decimal places. Each application form must state (he yield 
bid and tiie amount tendered for. 

6. Each tender at each yield must be made on a separate 
application form lor a minimum ol ECU 500,000 nominal. 
Tenders above this minimum must be in multiples ol ECU 
100,000 nominal. 

7. Notification wW be despatched on the day of the tender to 
applicants whose tenders have been accepted in whole or in 
part For applicants who have requested credh of Notes In global 
form to their account with ESC. Eurodear or CEDEL, Notes will 
be credited in the relevant system against payment. Far 
applicants who have requested definitive Notes, Notes will be 
available for collection at Customer Settlement Services at the 
Bank of England alter 1 JO p.m. on 24 October 1997 provided 
cleared funds have been credited to the Bank of England's ECU 
Treasury Notes Account No. 59045828 with Lloyds Bank Pte, 
Bank Relations, St George's House, PC Box 787, 6-B 
Eastcheap, London EC3M ILL and provided that the Blank of 
England has received satisfactory evidence ol entitlement to 
coriection. Definitive Notes win be available to amounts of ECU 

1.000, ECU 10,000, ECU 100.000. ECU 1,000,000 and ECU 

10.000. 000 nominal. H any applicant whose tender is accepted 
has requested definitive Notes, other applicants whose tender 
has been acc e pted and who requested Notes in global form may 
nevertheless be required to accept definitive Notes under the 
rules and procedures of Eurodear and/or CEDEL In such event, 
such definitive Notes wfll be held by tire Bank of Encgand as the 
specialised depository for Eurocfear and/or CEDEL, in such 
denominations as the Bank of England may determine, for such 
applicants who requested Notes in global form. 

8. Her Majesty's Treasury reserves the right to reject any or 
part of any tender. 

The arrangements for five tender are set exit In more detail in 
the Information Memorandum on the UK Government ECU 
Treasury Note programme issued by the Bank of England on 
behalf of Her Majesty's Treasury on 9 January 1996 (the 
'Information Memorandum*}, and in supplements to the 
Information Memorandum. This tender will be subject to the 
provisions of the Information Memorandum (as supplemented} 
and to the provisions al this natfca. 

10. The ECU 50 million of Notes to be aflotted directly to the 
Bank at Eni^and tor the account of the EEA win be dated as of 
28 January 1997 and will be for maturity on 28 January 2000 . 
These Notes wil be added to toe Bank's bokffiigs of Notes which 
may be made available through sale and repurchase operations 
with the market makers listed In the Information Memorandum 
(as supplemented). 

11. Copies of lhe Information Memorandwn (and supplements to 
It) may be obtained at toe Bank of England. UK Government 
ECU Treasury Notes are issued under the National Loans Act 
1968. 

Bank of England 
14 October 1997 


Fast Fills. Low Rates. 
What’s the Catch? 


Hiere isn’t one. That's tbe way 
we’ve been doing business for 30 
yon-providing outstanding 
service at outstanding rates. 

L We’re literally within arm's reach 
of many active trading pits-around 
the world, 24 hours a day And ia 
markets where Bash fills ait possi- 
ble, up to 90% of our market orders 
are executed and confirmed with 
just one phone call. 

1 We're specialized. Lind-Waidock 
is the world’s largest futures-only 
brokerage firm. With over 23,000 
customers wridwirte, we have 
built-in efficiencies that I 
volume provides, and pass I 
savings along to you. 

1 You're your own broker. No 
commissioned broker will call you 
with trading recommendations. 


Account* package. You make 
your own trading decisions 
and save 56-70% off fufl- 
commngion firms. 

Call and find out for 
yourself why Lind-Waidock 


FUTURES & OPTIONS 
ON FITLRES 


< 5-45 


Round-turn, including 
exchange fees. .Most 
contracts. Discount 
accounts. 


is the number-one broker 
for independent futures 
traders worldwide. 


Name: 


Address: 


Postcode: 


Tde. no (optional): 


tan tote wtatt. Mtaa tort ritasg 
tatoBgrtnrtnnitafanHfriLkvra, * 


0800462472 ,«» 

Belgium: 0MO-1M44 
Germany: 0)30-818)00 
France: 08 |UM 03 43 
Switzerland: 0800 55 8338 
Deroaric 60-01 -76-55 
Netherlands: 06-022-7580 
Sweden: (GO-793176 
Spam: 900984146 
Others eaD 0171-247-1701. ravent 
charges 

Far 0171-356-2445 


I 

I 

I 

I 

I 


I 

Iteriratnatf ntaouliwnwdjy I 

■*** ui*iMDdiCtam<re*tribr& | 


B-U QrtrtW. 
IrtdMECir 4V 


LIND-WALDOCK S£ COMPANY^ 


t 


ABBS' 

NATIONAL 

Abdij Nationaal First Capital B. V. 

( Incorporated m The Neduiitmdi; statutory seat; 77k Hague^ 

US. $100,000,000 

Subordinated Goarop teed 
Floating Rate Notes Due 2003 

For the Interest Period 14th October, 199? to 14i April, 1998, 
the Notes will cany an Interest Rate of - 5.69922% per annum, the 
Coupon Amount payable per US. $1,000 Note will be US. 
$28.81, and for die US-' $10,000 Nore, US. S2SS.I3, and tor die 
US. $100X00 Note, US. $2^81-27, payable on 14th April, 199ft. 

LtaJon riheljnAm&si Exduner. 


Bankers Thist 

Company, London 


Agent Bank 
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Crude oil 
slips below 
$20 a barrel 


COMMODITIES AND AGRICULTURE 


Oil groups welcome UK court ruling 


By John Mason 


MARKETS REPORT 


By Robert Corzme, Kenneth 
Gooding and Gary Mead 
In London and NDtkj Tait 
in Chicago 


Crude oil prices slipped 
below the important $20 a 
barrel level in late trading 
yesterday on London’s Inter- 
national Petroleum 
Exchange. Brent Blend for 
November delivery, the 
international bellwether, 
was quoted at $19J35 a barrel 
in late trading, down 29 
cents from Monday’s close. 

Yesterday's weakness 
came after oil prices suffered 
a sharp sell-off on Monday, 
when the November Brent 
contract closed 59 cents 
lower. Only last week crude 
oil prices had reached nine- 
month highs as a result of 
speculative buying and con- 
cerns about the Middle East 

Some reports attributed 
much of yesterday's weak- 
ness to s elling programmes 
being activated on the New 
York Mercantile Exchange. 

Analysts said that now 
political tension in the Gulf 
seemed to be easing, atten- 
tion would turn to the 
weather. "The rain In Ger- 
many and the emergence of 
cold weather could give a 
boost to European product 
demand,” said Charles Gray 
at brokers Prudential Bache 
in London. 

On the London Metal 
Exchange copper for three- 
month delivery rose $28 a 
tonne to $2, 111, helped by 
another fall in LME stocks of 
3.575 tonnes to 337,900 
tonnes this week. 

Most of the 2,075 tonnes 
reported to have been with- 
drawn on Tuesday left Sing- 
apore warehouses, suggest- 
ing long-awaited Chinese 
buying might have started. 

However, Jim Lennon, 
analyst at Australian bank 
Macquarie, said it was more 


likely the metal was for 
other Aslan customers fol- 
lowing a postponement of 
shipments hum Chile. 

Three-month nickel prices 
fell by $60 to $8,445 a tonne. 
The bearish mood was sus- 
tained when a director at 
Norilsk, the big Russian pro- 
ducer, denied Monday's 
news agency report that it 
had shut down some nickel 
and copper production. 

Zinc gained. $7 a tonne to 
&L319, but largely ignored 
news of a strike at three of 
Asarco's mines in Tennes- 
see, which produce about 
60,000 tonnes of zinc a year. 

“If it had been refined 
metal it would have made 
more of an impact on the 
market,” suggested William 
Adams, analyst at Rudolf 
Wolff. Last week 320 employ- 
ers at the Coy, funnel and 
Young mines in Tennessee 
voted against a proposed 
three-year labour contract 

In a statement, Asarco 
said that it held meetings 
with the International Chem- 
ical Workers Union, which is 
representing the striking 
workers, on Monday and 
planned to meet again yes- 
terday in an effort to resolve ' 
the issues. The mines are sit- 
uated near Knoxville. 

Cocoa prices fell on the 
London International Finan- 
cial Futures Exchange in rel- 
atively active trading of 
6,770 lots. The December 
cocoa fixture closed £21 lower 
at £1,100 a tonne. 

The pattern was similar on 
New York's Coffee, Sugar 
and Cocoa Exchange, where 
the December contract was 
$31 down in early trading, at 
$1,646 a tonne. Dealers are 
still awaiting firm news 
about Ivory Coast’s eventual 
crop, but reports that West 
African rainfall now looks 
sufficient to produce good 
crops appears to have helped 
the market decide to take a 
more bearish view. 


! Commercial uncertainty 
| over the future of oil explo- 
i ration in the UK sector of 
i the North Atlantic was sig- 
nificantly reduced yesterday 
after a High Court judge 
refused to allow Gfreenprace, 
i the environmental pressure 
group, to mount a legal chal- 
lenge to exploration licences 
granted to 30 companies. 

Mr Justice Laws ruled that 
Greenpeace could not bring 
a judicial review of the 
licences granted to British 
Petroleum, Shell and other 
companies, because it had 
made its application to the 
court too late. 

Greenpeace said after- 
wards it would continue to 
fight the granting of Hranwna 
and exploration of the North 
Atlantic In general. 

However, the ruling was 
welcomed by the oil indus- 
try. Mr James May, bead of 


the UK offshore operators 
association, the lobby group 
for the offshore Industry, 
said oil companies were 
“pleased that the uncertain- 
ties surrounding future 
exploration" in the Atlantic 
frontier had been removed. 

They had warned 1 that 
investment in the UK’s new- 
est oil province, west of the 
Shetland Islands, might be 
threatened had Greenpeace 
been allowed to bring its 
challenge. 

Greenpeace said the judge 
had ruled against them on a 
pure legal technicality 
rather than the real issues in 
the case. It has become the 
first clash between the green 
movement and the Labour 
government over environ- 
mental policy. 

Peter Melchett, Green- 
peace executive director, 
attacked the government for 
supporting the - licences, 
granted by the previous Can- 


fwi •. V" 










Uncertainties over exploration have been reduced 


servath/e administration. 

“Our case remains valid 
and doubts still shroud oD 
industry and government 
activity in the Atlantic fron- 
tier. We will continue to 


oppose the Atlantic frontier 
development on all fronts. 
The government is deter- 
mined to protect oil in ter bsts 
from the inconvenience of 
public and legal debate. 


They have gagged us 
inside the court but they 
cannot gag ns outside. We 
will continue to campaign 
against this futile and dan- . 
gerous exploration and we 
wifi continue to raise the di- 
mate oil question." 

Greenpeace is considering 
whether to renew its .chal- 
lenge in the UK Court of 
Appeal oar make an offi cial 
complaint to the European 
Commission, which could, 
result in the issue being 
referred to the European 
Court for a final d eci s i on - a 
procedure that could take 
more than two years; . . 

Greenpeace’s challenge 
concerned the government’s 
decision to apply the Euro- 
pean Habitats directive only 
in the 13-mile territorial 
waters limit rather than the 
200-mile limit governing the 
exclusive economic areas in 
which North Sea oil compa- 
nies operate. 


set for 

record 

harvest 


By Anatol Ueven 
in Budapest 


Analysts say outlo< 
for tin prices bleak 

Bv Kenneth Goodina «rn lrun-trot ham UHla ra,. 


CBOT delivery 
battle continues 


By Kenneth Gooding, 
Mining Correspondent 


A recent strong rally in tin 
prices has drawn analysts' 
attention back to the metal, 
used mainly for wms and 
solders. Their conclusions 
make depressing reading for 
producers. 

In the absence of produc- 
tion cots, the outlook for tin 
is bleak," say analysts at 
Macquarie, the Australian 
bank. “We see little reason 
to become tin bulls based an 
the market’s fundamentals." 

Billiton Metals' research- 
ers suggest: “There still 
appears to be little reason to 
believe that the outlook for 
the tin market is set to 
improve significantly in the 
short to medium term. 

“While a marked pick-up 
in demand remains unlikely, 
supply factors will continue 
to hold the key and the 
problem now is that the 
main suppliers to the west- 


ern market have little rea- 
son to cut back, even at 
these price levels. 

“The implication of this Is 
that the surplus in tin sup- 
plies will continue to rise, in 
turn suggesting prices 
will remain depressed dur- 
ing this period.” 

Billiton expects a tin sup- 
ply surplus in the western 
world in 1997 after two 
years at deficits. They sug- 
gest total supply will be 
186,000 tonnes, up 8 per cent 
from 172,000 tonnes last 
year. Demand is predicted to 
be up by less than 2 per 
emit from 176,000 to 179.000 
tonnes. For 1998 it forecasts 
a surplus of 8J)00 tonnes as 
demand rises to 182,000 
tonnes and supply to 190,000 
tonnes. 

Both Billiton and Mac- 
quarie suggest the recent 
rally In tin prices was 
caused by speculative buy- 
ing. Macquarie says this was 
apparently based on the 


view that prices below 
$5,500 a tonne would 
prompt closures and were 
not sustainable in the long 
run. Tin closed in London 
yesterday unchanged at 
$5,640 a tonne. 

“Since prices began to 
pick np, the physical tin 
market has tightened. How- 
ever, this is mainly because 
consumers changed from 
hand to month baying as 
the downward trend in 
prices came to an end." 

Macquarie says a bullish 
case for tin depends on 
expected big increases in 
output being offset by clo- 
sures at high-cost producers. 

South Crofty, the UK's 
remaining tin mine, is the 
first casualty, and In an 
article in Tin International, 
Robert Goldsobel oF RMT 
Metals pointed to Paranapa- 
neuja of Brazil, Renison of 
Australia and the whole 
Bolivian industry as being 
most at risk. 


By Nikki Tait in Chicago 


The Chicago Board of Trade, 
the world's largest futures 
market, is set to square off 
against the Commodity 
Futures Trading Commis- 
sion later today in its long- 
running battle over delivery 
arrangements for corn and 
soyabean contracts. 

The seemingly obscure 
seen a is significant because 
inadequate delivery arrange- 
ments could make contracts 
easier to manip ulate. 

The CFTC - which regu- 
lates the US futures industry 
- last month turned down a 
proposal from the CBOT 
which would have seen 
delivery for com and soya- 
beans along file northern Ill- 
inois River, rather than in 
exchange-approved ware- 
houses in St Louis. Missouri, 
and Toledo, Ohio. 

Instead, the watchdog - 
having received a “record 
number of nearly 700 com- 


ment letters” - said it was 
ordering the CBOT to keep 
St Lotos and Toledo as deliv- 
ery points for soyabeans, 
and would also require 
“locational price differen- 
tials” for both soyabean and 
com contracts. 

Under the CBOT s pro- 
posal, it said, “the amount of 
deliverable supplies of soy- 
beans, during the critical 
months of July, August mid 
September, fails to meet the 
minim um level necessary to 
tend to prevent or diminish 
price manip ulation”. 

Further hearings are due 
to take place in Washington 
today, and the CBOT said 
yesterday that it would con- 
tinue to press its case, 
although it did not detail 
any new arguements that it 
might present. 

The exchange is threaten- 
ing to tak e , le gal action 
against the CFTC if a- satis- 
factory solution cannot be 
found. 


Hungary Is an coarse for a 
record grains harvest of 13m 
tonnes this. yearJ Good 
weather has helped all the 
grains — with the. final 
wheat' tally -expected to be 
about 5.2m tonnes, of which 
3JSm will be exported, most 
of it for fodder. 

Hungarian grain futures, 
have fallen steadily .on the 
Budapest commodities 
fT chawg«, depressed both by 
the quantity and the poor 
. quality of much of the 
wheat an offer. 

Bread prices are likely to 
increase by about 10 per 
cent in- Hungary this 
autumn - with bakeries 
rejecting the poor quality 
Hungarian flour in favour of 
im ported varieties. Hungar- 
ian consumers are demand- 
ing higher quality wheat as 
real wages and living stan- 
dards rise. 

Prices of Imported wheat, 
have, therefore risen and. the 
government has stepped td 
to .help farmers, . adding 
Ft 1,000 to its Ftl5*000 . a 
tonne protective price for 
wheat. However, many Hun- 
garian farmers failed to 
apply correctly for govern- ■ 
meot support - 

One reason appears to be 
a strongdlslihe of disclosing 
details of their production, 
income and workforce. Ear- 
lier this year, the govern- 
ment passed a hew tax law. 
in an attemptto extract rev- 
enue from small entrepre- 
neurs and agricultural pro- 
, ducers, - many of whom ■. - 
operate in the grey market. : . 

The harvest has also 
re-emphaslsed the - weakness . 
of Hungarian storage Aunt!- [ 
ties - with a scarcity of stor- 1 
age space increasing the , 
damage to some- of the 
wheat harvested. The Sgri- 
cnltnre ministry is planning ) 
to spend up to FtSOQm 
(82.6m) on enhancing facili- 
ties for export wheat. 


COMMODITIES PRICES 


BASE METALS 


LONDON METAL EXCHANGE 

(Prices Irani A ma lg ama ted Motel Tracing] 

■ ALUMINIUM, 99.7 PtfflTTY £$ per tonne) 


Precious Metals continued 

■ GOLD COMEX [100 TVoy ozj t/froy oz.) 


GRAINS AND OIL SEEDS 

■ WTffiAT LBTE (100 torraa; E per tonne) 


SOFTS 

■ COCOA UFFE ftp tonriea; JE/tonno) 


MEAT AND LIVESTOCK 

■ LIVE CATTLE CME (40,0008 m; cents/Iba) 


Sail Day's 

price dbanga fflgh low 


SM Day** 
price donga 


SMI Hay** 

price change Hglt Low Vd 


Caah 

Close 1622-23 1 

Previous 1636.5-37.5 1 

Hlgh/kMr III 

AM Official 1629-30 

Kerb dose 1 

Open frit 247,027 

Tool deity turnover 129,717 

■ ALUMINIUM ALLOY (S par tonne) 


3 rathe 
1628-29 
1644-45 
1643/1624 
1634-5 
1633-34 


Oct 

3272 

-05 

3Z75 

3275 

11 145 

New 

86.75 

-020 

8750 

8650 

395 

1599 

Dec 

1100 

-21 

1129 

1100 2,791 47,042 

Oct 

■a* 

3Z7S 

-05 

- 

- 

303 1 

Jm 

8975 

-020 

8950 

8850 

441 

2578 

Mar 

1127 

-17 

1151 

1127 1540 59*31 

Dm 

Dm 

3293 

-05 

330-0 

329510427 01.030 

Mm 

9075 

-025 

9150 

9050 

148 

2.735 

Nay 

1145 

-18 

1107 

1145 

634 29172 

Ml 

Mi 

3305 

-05 

3312 

329.7 

217 22505 

Met 

92.75 

-025 

8950 

9250 

99 

1528 

JU 

1162 

-18 

1181 

1168 

122 0564 

** 

Apr 

332.1 

-05 

3390 

3315 

13 5591 

M 

84.75 

-025 

94.75 

94.75 

20 

153 

8m 

1179 

-16 

1200 

1180 

29517267 

Job 

Jan 

3335 

-05 

335J0 

3399 

18 1004Z 

Trial 





1.103 

6588 

Dob 

1190 

-18 

1218 

119B 

651 18268 


Total 





10778177573 

■ WHEAT C8T ^OOQbu mht; contoBOfc busbaQ 

Total 





750618*583 

TWri 


PLATINUM IfYMEX (50 Trayaa; S/tray oe) 


4312 -32 4345 4335 


Close 1622-23 

Previous 1432-37 

HgMow 

AM Official 1437-42 

Kerb dose 

Open kit 5.368 

Total doly turnover 1,983 
■ LEAD (5 per tonne) 


1628-29 

1460-62 

1470/1461 

1467-9 

1462-67 


Jan 4332 -42 4400 4322 1 ,442 12446 May 


Apr 4202 -42 431.0 4314 2 805 

M 4232 -42 - - 11 21 

Total 1(467 13084 

■ PALLADIUM NYMEX (100 Troy ol; S/troy ol) 
Dec 209.45 +4.10 211.38 20725 311 3,702 


36650 -4.75 371 DO 385.00 11,344 63 048 

37950 -425 38325 37600 2518 27,127 

38625 -425 38950 38525 194 5239 

387.75 -275 38950 38625 SZ7 12549 

39150 -450 394.00 391.00 - 71 

401.00 -225 40250 40050 33 2585 

14518 THUMB 


COCOA CSCE (IQ terras; S/tomes] 


Sett Day's Open 

Prica change Wflti Low W tat 
88500-0525 66000 66650 1,718 7239 
86150-1550 67575 65250 4535 41540 
68575-0550 70000 68525 2230 19502 
7Z825 -0.650 73525 72500 989 12,186 
69575-0450 70550 BB525 1,106 8552 

59.750-0350 70.150 69250 112 2222 

ri 10539 83223 

LEAN HOGS CME (40h008»; eentWtta] 


1637 -39 1673 1630 3253 46217 


87.435-4325 67200 87325 2227 4588 


1872 -35 1704 1664 1579 28,730 Dee 62575+0.473 62.700 81500 4,477 20377 


1592 -35 1724 1893 220 12,184 


62325+4350 62375 61500 1536 .7571 


Close 5965-85 

ftwrious 803-04 

HlgMow 

AM OffldnJ 593-000 

Kerb dose 

Open Irrt. 31,907 

Total daiy turnover 8331 
■ MCKB- (S per tonne] 

Close 8335-45 


5965-85 608-9 

803-04 818-165 

612/806 
599-000 811-2 

611-2 


Dee 209.45 +4.10 211. 35 20725 311 3,702 

Har 205.45 +4,10 20735 20450 181 388 

Jus 20155 +450 - - - 113 

Sap 19555 +450 2 

Total 482 4295 

m SILVER COMEX (5500 Troy at; Cantslioy qz.) 

Oct 5042 -83 511.0 5084 50 50 

Bra 5062 -6.7 - - - 1 

D« 5084 -67 5145 905.5 4504 70576 

J» 509.4 -6.7 - - 2 20 

Her 514.2 -67 5204 512 5 135 19516 

May 517.0 -67 522.0 5214 10 3204 

Ttotal 5517103327 


MAIZE CUT (5.000 bu min; oantaffiffli bushel) 


285.75 -S2S 29050 28525 52444209,109 
29430 -550 29925 29425 1B.580 83294 
29930 -525 30325 29925 4309 22.189 
303.00 -840 30025 30230 5329 32313 

200.75 —4,00 28240 29040 213 2.436 

288.75 -340 29030 287.75 2237 20350 

81336 371,149 


Jri 

1712 

-33 

1746 1710 

59 3538 

Apr 

59.700 +0.425 59550 50200 348 

2531 

Sffi 

1731 

-31 

- - 

8 4,737 

Jun 

89750 +0.700 65500 69100 380 

1*462 

Dm 

1748 

-31 

1740 1740 

22 9,074 

Jri 

64.100+0500 84200 69500 40 

848 

IMS 




6,139113566 

TOM 

0542 

38548 

■ COCOA pCCO) (SOR’s/tonra) 


■ PORK BELLIES CME (405008>s: centsAis) 

Od 13 



Price 

Fra. day 

Feb 

61225-Q.425 82250 61.150 1,122 

6599 

Drily _ 



.128925 

129854 

Har 

61.400-0500 82200 61250 63 

735 

■ COFFEE UFFE ffi tomes: S/tonno) 

Hqr 

69400-0.400 63500 62750 22 

146 






JU 

64.450-01450 61450 63200 21 

100 

Nov 

1594 

+12 

1599 1575 2542 14582 

Avg 

64500 - - 61500 3 

13 

Jaa 

1609 

+8 

1615 1590 1522 12503 

Total 

1228 

7578 



CROSSWORD 

No.9,506 Set by CINEPHILE 


■ BARLEY UFFE (100 terms E per tome) 


Previous 

HlgMaw 

AM Official 

Kerb daw 

Open «L 

Total OUy turxnw 
■ TM (S per tonrx^ 

8420-30 

6390-95 

52,965 

29/494 

6520-30 

8510/5440 

6400-95 

6440-45 

Close 

5585405 

5640-50 

PrevfcMO 

5605-15 

5650-60 

HBgh/low 


5670/5630 

AM Official 

5580-95 

5635-40 

Kerb dose 


5635-40 

Open W. 

16,605 


Total daty turnover 

2523 


■ ZINC, apodal hlgb grade (5 per terra) 

Clow 

12955-965 

1312-13 

Previous 

1303-04 

1319-20 

HlgMow 


1330/1300 

AM Official 

1296-9 

1314-5 

KeTO dose 


1319-21 

Open Hit 

79,080 


Total dafy turnover 

4Q.129 


■ COPPER, grade A (Spar tonne) 

Close 

2061-82 

2109-10 

Previous 

2064-65 

2094-95 

Hgh/low 

2060/2055 

2120/2080 

AM Official 

2060-61 

208940 

Kerb don 


2111-12 

Open irrt. 

146,431 


Total da8y turnover 

78554 



ENERGY 

■ CRUDE on. NYMEX (1400 barrel l/banoQ 


Hw 7875 -030 7930 7935 38 919 

Jm 81.75 -0.15 8225 81.75 58 1380 

Mar 8325 -030 84.00 8330 22 373 

Hay 85.00 -030 - - - 23 

Sap 8440 6 

Total 113 2381 

■ SOYABEANS CUT (SOOOhl uta; CSnteEOB tousfleC 


Mm 1621 +4 1630 1610 486 8274 

Van 1631 +4 1637 16Z5 191 1391 

■M 1648 +8 1647 1645 45 354 

Sep 1658 +8 - - - 215 

Total 4389 35,159 

Wi COFFEE ‘C* CSCE (374008*: cents*®) 


LONDON TRADED OPTIONS 

Strike price $ tonne — Cnfls— - — ■ Pots — 


Latest Day's Open 

prica change Mgh Law Vd M 

2132 - 2134 2125 51.138 77,434 

21.43 +0.06 21.57 2134 38324 98354 
2137 +045 2132 2132 9383 50318 
21.32 +0.13 2138 2123 5383 Z7491 
21.14 +049 21.15 21.05 2388 15,170 
2145 +0.13 2148 2140 B46 12315 

112738 4424Z7 


70640 -1330 71730 70430 69,460 90436 

711.75 -12.75 72240 70930 16383 40.773 
71 825 -1125 72825 715.00 4308 18,049 

724.75 -1125 734.00 72230 2273 14304 

730.00 -1130 737.00 72730 2,769 12.461 
72540 -1030 731.00 72430 20 461 

97*0182218 


766.40 -130 16875 16125 2,879 12,052 
16020 -138 15340 148.75 571 8,752 
14625 -2.00 14730 14540 159 2201 
14025 -240 14230 14030 28 2248 

13525 -240 137.00 13640 130 491 

13025 -2.00 13340 13340 106 439 

3273 24283 


■ ALUM MUM 

(99.7%) LME 

1575 

1600 

1625 

■ COPPER 


Now Feb Nov Fab 

73 88 8 35 

54 74 14 45 

39 60 24 W 


!(ICO) QJS cants/ pound) 


■ SOYABEAN OIL CBT (BOOOOjte centa/lb) 


TUN 

■ CRUDE OH. FE (S/barrat) 
latest Day's 

price change Ugh Low 

Her 2013 -041 2030 20.12 

Dec 20.14 +4.03 2029 2014 

Jan 20.12 +042 2023 20.11 

M 2044 +044 20.11 1949 

Mar 19.94 +049 10.96 1935 

Apr 19.74 +044 19.74 1970 


HEATING OIL NYMEX (42,000 US | 


M tat 

17339 34278 
14200 70493 
3290 31.162 
2258 13,469 
470 5,735 
400 3291 
eta n/a 
felfiUSgataj 


■ LME AM Official E/S rate: 14179 
LME Closing VS ratec 1.6188 


Uteri Day's Opes 

price damp) Mflb lew Vd tat 
5945 +020 5840 5825 14,001 43213 
5930 +0.14 5945 5940 6214 40318 
6020 +0.14 8035 6020 2458 21/154 
6025 +029 6080 6045 1.152 11,129 
5970 +019 5990 5980 802 8230 
58.15 +039 5915 5905 476 5290 
S358 143204 


S»e 16197 3 ate 13137 Bate 13077 9 nte 13037 


■ GAS on. PE (Steune) 


■ MOH GRADE COPPER (COMEX) 



Sett 

Itayte 




0pm 


price 

ebagga 

MU 

LOW 

Vat 

tat 

Oct 

94S0 

+1.70 

95.00 

9320 

543 

1/»9 

Bov 

9525 

+1.65 

9980 

9325 

73 

2255 

Dm 

9985 

+1.70 

96.70 

93.75 

2227 

28208 

JM 

9625 

+1.70 

9625 

9905 

40 

1,076 

Ft* 

9635 

+1.70 

0820 

9640 

22 

1,143 

Har 

96-40 

+1.60 

97.10 

9520 

199 

5235 

Total 





32<9 

82224 


San Day's Open 

prica donga Mgh Lnv Vbl tal 

18075 -050 18275 18050 5,472 35,109 

18220 - 18440 18230 1JB2 18,188 

18425 - 18525 18440 1464 16.136 

18425 +025 18540 18440 354 7,182 

181.76 +050 18230 18130 169 5282 

17940 +075 - - - 2205 


PRECIOUS METALS 

■ LONDON BULLION MARKET 

(Prices supefed by M M RoUmdiM) 

OoidfTroy or) S prica E equhr SFr eqinv 


Mar 181.76 +050 18230 18130 169 5282 

Apr 17940 +075 - - - 2205 

Total 3308 BOSS) 

■ NATURAL GAS KPOOOtaWBipeKC par ttarm) 

HOT 13490 +0140 13.160 13400 310 1*10 

Dee 15300 +0.150 15450 15300 SO 1,486 

Total 480 11340 

■ NATURAL GAS HYHB1 (10400 aarijtaj tftanBriJ 


Oct 

2420 

-029 

2422 

24.17 

1/44 1,459 

DM 

2421 

-028 

2423 

24.49 11.110 36,132 

Jaa 

24.73 

-041 

25.00 

24.71 

3^96 20.847 

Mar 

2901 

-023 

2923 

2428 

1,917 10,723 

May 

2920 

-025 

2942 

2918 

1^48 8,886 

Jal 

2939 

-025 

2960 

2935 

967 7,114 

Total 





20431 104«495 

■ SOYABEAN MEAL CBT (100 tens: S/teri) 

Oct 

238.4 

-42 

2364 

234.0 

3462 5493 

DM 

231.7 

-42 

2399 

2390 19^72 47,873 

Jm 

2304 

-3.7 

2342 

2297 

5485 19.188 

Har 

eosn 

-4.1 

9M.9 

2792 

4JB5B 19312 

Hay 

3342 

-2.7 

227.5 

2225 

3498 16400 

Jri 

2295 

-29 

MBS 

224.5 

2.123 19401 

TUri 





30407 121 4U 

■ POTATOES UFFE (20 terms; £ per terra) 

Bov 

542 

-25 

- 

- 

7 

tar 

872 

-22 

- 

- 

- - 

Apr 

1112 

-25 

1120 

1025 

78 1494 

Hay 

1232 

-25 

- 

- 

22 

Jaa 

1332 

-25 

- 

- 

— — 

TOW 





78 1,123 

■ FREIGHT (HFFEXJ UFFE (SlQ/hdex pdntj 

Dei 

1410 

-20 

1415 

1410 

SB 1454 

He* 

1490 

-30 

1400 

1480 

37 502 

One 

1490 

-33 

1514 

1490 

46 49 

Ja 

1495 

-23 

1505 

1495 

10 615 

Apr 

1505 

-13 

- 

- 

- 302 

TOM 

Clem 

Pra* 



162 2427 

Bfl 

1382 

1338 





Oct 13 Pier, day 

Comp. My 12627 12847 

15 dry areraga 128.71 12986 

■ WWTE SUGAR UFFE (SO terms: SrtonneJ 


Dec 3012 -22 3031 3005 1471 10383 

ter 3093 -13 3103 3073 1229 13320 

■ay 3123 -13 3127 3120 149 2287 

Mis 3162 -08 3163 3191 37 2439 

Oct 3122 -08 - - - 3435 

Deo 31*3 -13 - - - 12* 

Total 2486 32585 

■ SUGAR 'll’ CSCE (112.0000*; cente/lba) 


1130 -045 1138 11.78 6, TO 91783 

1135 - 1149 11.79 1748 23217 

11.76 +002 11.78 1138 1.030 19135 

11.76 +004 11.77 1147 480 15283 

11.69 +004 1147 1142 94 3220 

1144 +044 1141 1140 1,748 23217 

oyns 182714 


(Grade A) LME 

NOV 

Feb 

Nov 

Feb 


107 

157 

12 

45 

2050 . 

71 

126 

26 

84 

2100 — . 

43 

100 

48 

86 

■ COFFEE UFFE 

Nov 

Jon 

Nov 

Jan 

1550 

48 

121 

4 

62 

1600 

15 

82 

21 

83 

1650 _ . 

3 

70 

50 

111 

H COCOA UFFE 

Dec 

Mar 

Dec 

Mar 

1075 _ 

51 

ea 

26 

48 

1100 

38 

84 

3S 

57 

1125.- 

27 

71 

52 

69 

■ BRENT CRUDE 
IPE 

Nov 

Dec 

Nov 

Dec 

2000 

78 

. 

57 

. 

2030 — . 

55 

- 

* 

- 

2100 

37 

- 

- 

- 



LONDON SPOT MARKETS 

H CRUDE OB. FOB (per borreO +or- 


She and the he’s (variously titled) coold form an 
up-to-date list 


COTTON NYCE (50,000tos; eenta/U*) 


PULP AND PAPER 

■ PULPEX OMLX (S8; 24 a* dry tens) 


Deo 71.65 +028 7212 7130 3384 50284 

liar 73.12 +0.2S 7330 73.00 885 15299 

May 7900 +021 7425 7340 344 84*3 

M 7442 +022 75.00 7430 335 7224 

Oct 7535 - - - 15 762 

Dec 7970 - 7910 7970 361 8,479 

Triri 5£M 51,183 

■ ORANGE JUICE NYCE flBdOOtos centa/tta) 

Hoe 67.15 +030 68.00 6620 2265 16,345 

Jan 7020 +035 7125 6925 3439 124B 

Mar 73.00 +045 7430 7240 881 8298 

May 7905 +025 7640 7520 97 2478 

Jri 7900 +0*0 7910 7940 54 854 

Sep 8240 +040 - - 2 328 

Total 7048 49JMB 


Dnbei SI 8.68-840 -G28S 

Brant Blend (dated) 81938-6.75 -0375 

Brant Blend (Nay) $19.83-937 -0.34 

W.TJ. S2032-044W -0415 

■ OR- PRODUCTS NWEpiuaijrt detrery OF (tome] 


Premium GesoOne $206-208 

Gen 04 SI 84-165 

Heavy Fuel CM $87-89 

Naphtha $196-200 

Jet fuel $198-200 

□teed $190-182 

■ NATURAL GAS (Pmcarthenn) 


Barton (Nov) 13.10-1320 +020 

PeMtum Argus. Tat London (01711 3SB 873? 

■ OTHER 


20227 47923 

20337 478.83 


Close 32740-32840 

Opening 3291042940 

Momlng fix 328.10 20227 47925 

Afternoon fix 327,75 20337 47983 

Day's High 32930-32160 

Days Low 32745^3735 

Previous dose 32L6M29.10 

Loco Ldn Mean Gold Landtag Rata* Pte US$) 

1 month 237 8 months ~2-71 

2 months -235 12 months 238 

3 moffihs 2.00 

SHvW Re pftroy oz. US rts OQUv. 


Latest Day's 

price cfeaege fflgb Low 

3416-0418 3460 2.080 
1115 -9025 1145 3485 
3495-0419 3.120 3470 
2.790-0404 2400 2.760 
2425-0005 2.535 2515 
2310 - 2215 2295 


Apr 2310 - 2315 Z 293 

Total 

■ UNLEADED OASOUNE 
NYM£X (43400 US pafls^ OUS 


Open 
W tat 

26470 49759 
11490 672 

4426 17 

2406 19388 
1409 646 

880 479 

47,774236458 


SMt D vfM Open 

prica cfaaege Ugh Lew W tat 
58540 -7.75 58240 56540 54 310 

60640 -5-73 60840 60900 10 105 


VOLUME DATA 

Open Merest and Volume data shown for 
connects traded on COMEX NYMEX C8T, 
NYCE. CME. CSCE end IPE Crude Oil are 
one day in anewa. Volume & Open Interest 
M a ta ore tar af traded months. 


FUTURES DATA 

AS futons data supplied by CMS. 


Spot 

3 months 
6 months 
1 year 

Odd Cohn 
Krugerrand 

Maple Leaf 
New Sovereign 


p/troy oz. 

US rtS aquiv. 


Uteri Day's 



qpaa 

31635 

512J0 


prica change 

m 

Law 

M tat 

319.90 

51030 

Hair 

6025 

+442. 

6070 

5070 14224 31577 

32930 

51930 

Dm 

6045 

+021 

60.40 

5970 

5.739 20411 

329.90 

527.05 

Jan 

60.10 

+020 

6025 

5096 

1470 19243 

S prica 

E equtv. 

Mr 

6040 

+027 

6050 

8025 

308 5486 

327-329 

202-203 

Har 

60.85 

+425 

6045 

6045 

.131 5,685 


. 

Apr 

6125 

+420 

6840 

6340 

127 3,702 

78-78 

47-48 

Total 





22.408 9248B 


MiTKW mofcafe *ran Mfltel 
European free mark*. S par to ta were- 
house, iriess otherwise stand. Antimony: 
89.65%, S per terra. IW ALBIi- 
mudr min. 8948%. tomw 340-330. Cad- 
muiit min. 99.MW. cente a pound. 
40.00-50.00. Cobalt: MB free market. 
894%, 23402340 jKWOZAOCJ: 904%, 
17401950 ftaeoiase*. Mer m ry. rata. 
0949 %. S per 76 lb flack, 140150 Molyb- 
i l ei ea ri : drummed molybcfc oxide, 4.10 
4jTselenlane m hi 99.SK. 3406.00. 
Tunasten ore: standard min. 65%, 3 per 
torraudt (10l«r OP- 4 5^ 1S - v * oa - 
Sum min. 08%! OF, 4.0Q4.12 L Unrahrac 


INDICES 

■ Rautera (Base: 1879/31 ■ 100) 

Oct 14 Oat 13 month ago year ago 
1886.7 1885.4 19084 18754 

■ CRB Prturee (Base: 1967 ■ 100) 

Oet 13 Oct ID mon th ego year ago 
24844 246.75 

■ GSC1 Spot (Bare 1970^100) 

Oct 13 Oet 10 month ago year ago 


205.11 20723 19*26 20848 

UK WAREHOUSE STOCKS (taraaa) 

AtamMun 

+1,725 

to 

743,126 

AhnMun aioy 

-260 

10 

4J3JW0 

Copper 

-2475 

to 

337S00 

Lead 

+325 

tt 

120,450 

Mcfcd 

+480 

te 

62.712 

2kic 

+4075 

to 

450476 

Tin 

-40 

to 

10480 


Gdd (per troy oz& 
Sflver (per troy ce)f 
Plaflnum (per hoy oej 
PdsrSum (per troy oz.) 
Ct W»r 

Lead (US prod.) 

Tin (Kuala Lunpw} 

Hn (New Yort) 

Cattle (he weight) 
Sheep (*vo wdghi) 

Pigs (five weigh O T 
Lon. day sugar (raw) 
Lon. day sugar (ete) 
Barley (Eng. teed) 

Mates (US N03 Yellow) 
Wheat (US Dark North) 
Rubber (Nov)¥ 

Rubber (Docjf 
Rubber (KLftSSNol) 
Coconut Ofl (PW0§ 
Pttm Oil (Matay.)§ 
Copra (Phfl)§ 
Soyaboons (US) 

Cotsr Outknk'A* Index 
Wodtops (64* Super) 


Eprita^uilMSCttiewhs acted ppeitMAq.ccentsGi. 


r l *vS^"“!|'52 n 5*54* 7 BooiOa. z Oetfltar. • 

W*. VUnctoi RijptaL 5 OF Fbomdom. 4 Brtkn mctect 
dose. ' Ctengs err acek. t&scd an 3417 heat of pfe 


ACROSS 

1 Departed, returning with 
others skilled in literature 
( 6 ) 

4 She who gave the church 
its head? (8) 

10 Golfs: with child cm wham, 
the peony drops? (72) 

11 He provided the beast's 
first residence (5) 

12 He provided residence (4} 

13 The saint in Holst op. l pro- 
duced an offensive crack 
(6.4) 

15 He had victories bat was 
not returned (7) 

16 Warning; don’t skate! (6) 

19 He was on the wagon with 
the general (6) 

21 Toft of feathers of little 
weight around the fireplace 
CO 

23 Invention of supporter: I 
would follow a short dis- 
tance (M) 

26 Secular element in return 
of speciality (4} 

27 He was more important (5) 

28 Push wiffi left hand at par- 
sonical headgear (6,3) 

29 Most valid art making a 
noise in old English (g) 

30 Gun heard as a rule? (6) 

DOWN . 

1 Type of peregrine with no 
score to safit (44) . 

2 Ea t in g place takes most of 

- demesne, mine included (9) 

3 He took river, formerly 
river and garden (4) 

5 Lace place, shamed in- 
motto, not otherwise (7) 


6 Making a list of volunteers 
with a craze about old lan- 
guage (10) 

7 He grows scrubby plants (5) 

. 8 Reformed IRA try some- 
thing unusual (6) 

9' Allot fool a gin cocktafl (fi) ' 

14 A fish in a fiddle besieged : 

in World War n (io) 

17 He paid a visit to a country 


in Wert Afric (9) 

18 Be was the usual weight (8) 

20 Sheep wamiering. Ainarica 
from old city (7) 

21 He went west in a rerun mo . 
dating capital musicians 
<0 

22 Australian doctors ' are 
lethal (1-5) 

24 Stringed instrument top 
- note missing,- posh French 

region (5) 

26 A jewel turns up 'an a vast 
scale (4) - 
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LONDON STOCK EXCHANGE 


FTSE 250 and SmallCap race to new records 


FTSE 


Si. 


MARKET REPORT 


By Steve Thompson, 

UK Stock Market Editor 


An early bout of profit-taking in 
London's leading stocks was eas- 
ily absorbed yesterday and 
replaced by modest overall 
before the market settled margin- 
ally lower. 

There was no evidence of any 
downside pressure In the equity 
market’s second-liners and 
smaller stocks. Indices represent- 
ing both areas accelerated to hit 
all-time intra-day and closing 
highs. 

The early weakness in many 
FTSE 100 constituents occurred 


as the market re-evaluated the 
sudden burst of merger and bid 
fever that overwhelmed London 
and other bourses yesterday. 

There was also a concentrated 
bout of nerves about the possible 
content of the two speeches made 
yesterday by AJan Greenspan, 
chairman of the US Federal 
Reserve. He spoke at the Cato 
Institute in Washington and later 
at the University of Connecticut. 
The first of the speeches con- 
tained none of the hostile phrases 
that hit global markets last 
week," noted one marketmaker. 

It was last Wednesday's speech 
by Mr Greenspan that sparked 
the global market retreat last 
week when the FTSE 100 dropped 


87.8, or 1.7 per cent in two ses- 
sions after, he Issued a thinl y, 
veiled warning about the possi- 
bility of a rise in US interest 
rates. 

At the finish of a rather muted 
session yesterday. Footsie had 
recorded a 1.2 decline at 5,298.9. 
having dropped 28.1 at its worst, 
not long after London opened. 

But the FTSE 250 index rated 
ahead for the third straight ses- 
sion, ending the day at a record 
closing and intra-day high of 

4.943.8. Similarly, there was 
plenty of support for the s mall , 
caps with the FTSE SmallCap 
index pushing up 4.1 to a new 
intra-day and closing record of 
2,391.1. 


London’s recovery began 
around lunchtime as dealers 
noted good gains in US Trea- 
suries. Wall Street kicked off in 
good heart posting a 20 -point lift 
before easing back as London 
dosed. 

Earlier, a weaker-than-expected 
retail sales report for September, 
issued by the British Retail Con- 
sortium, saw. the big high street 
retailers turn tail and lead the 
market down. 

The composite and general 
insurers showed no inclination to 
relinquish the hefty gains 
recorded on the previous day 
when the sectors raced ahead 
after the hostile bid for AGF of 
France and the proposed merger 


of the insurance interests of BAT 
with Zurich Group. 

Commenting on what it sees as 
the “continuing Europeanisation 
of UK economic polity”, the UK 
strategy team at Lehman 
Brothers said: “We feel that there 
remains scope for further market 
positive Emu surprises and this 
strengthens what we already con- 
sider to be a strong case for over- 
weighting UK equities. 

The Tnarn impact of eventual 
s terling entry into Emu on equi- 
ties is likely to come through a 
lower pound. Therefore we 
remain positively disposed 
towards exporters, especially 
engineering.” Turnover in equi- 
ties readied 800m shares. 
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Indkart and ratios 


FTSE 100 S298£ -1-2 

FTSE 250 4943^8 +23JT 

FTSE 350 254&5 +15 

FTSE AB-Share 248847 +250 

FTSE AK-Shsra yield 3.13 3.13 


Boat performing sactora 

1 Insurance — 

2 Gas Distribution +14 

3 Health Care •~“ + lv; 

4 Other Financial — +0-8 

5 Olt Integrated + 0 - 9 


FT 30 34245 . +34 

FTSE Non-Rns p/e - 2089 20.88 

FTSEIOOFut Dec - 5340.0 -10J3 

10 yrGffi yield . .649 651 

Long gBtfeqrty yfd ratio 2.10 2.10 

Worst pet fu nning sector* 

1 Household Goods' ..-T.1 

2 Rettriters: General --09 

3 Tobacco — 05 

4 Banks Retail — ~ -0_B 

5 Chemicals — -0.7 


Analysts 
give CU 
a boost 


By Peter John, Martin Brice, 
Joel Kfoazo and Alexander 
Stevenson 


Commercial Union rose 45 to 
864p after analysts warmed 
to the company’s potential 
value following Monday’s 
hostile European bid. 

The approach by Assi- 
curazioni Generali for AGF 
of France has awakened the 
market to the desire for 
French assets in the sector 
and who might want them, 

CU owns the Groupe Vic- 
toire business in France and 
analysts said neither Allianz 
and Munich Re of Germany 
nor Royal & Sun Alliance of 
the UK have any exposure 
there. 

SocGen raised its stance 
on CU to a “buy” and its 
general view on the sector to 
“outperform”. It argued that 
overall strength in European 
bond markets ahead of mon- 
etary union would feed 
through to the stocks. 

SBC Warbarg Dillon Read 
and Fanmure Gordon were 
also recommending CU. 

PowerGen dipped 4 to 
747 > /ap with speculation 
returning that the generator 
might be on the prowl in 
Spain. There was a rumour 
last week that PowerGen 
was interested in Union Fen- 
osa, the electricity company. 
Although both groups 
denied the rumours at the 
time, SBC Warburg Dillon 


Read, which is PowerGen's 
broker, was buying Fenosa 
stock yesterday in New 
York. 

However, it appeared that 
Endesa of Spain, which owns 
about 7 per cent of Fenosa, is 
obliged to sell because of 
regulatory changes. And UK 
analysts were sceptical that 
anything was happening 
behind the scenes, consider- 
ing the public statements. 
They said PowerGen was 
more likely to be affected by 
comments from Stephen 
Littlechild, the regulator, on 
Thursday. 


BAe retreats 


British Aerospace shed 20 
to £17.06% on disappoint- 
ment that Thomson CSF had 
linked up with Alcatel to 
form a French defence 
group. There had been hopes 
that BAe would be in the 
consortium taking a key role 
in the privatised Thom- 
son-CSF. 

Sentiment in the stock 
was not helped by Merrill 
Lynch shifting from a “buy” 
stance to “accumulate” 
although Paul Compton at 
the broker has told clients 
BAe is still on his list of rec- 
ommended engineering 
stocks. 

His only upgrade in the 
latest sector tqidate, British 
Steel, firmed to I82%p in vol- 
ume of 10m, one of the 
busier of the FTSE 100 
stocks. He has shifted from a 
“reduce” stance to “neutral", 
and has told clients: “If the 
spectre of strong sterling has 
been lifted from the sector, 
this should be the most sig- 
nificant beneficiary.” 

Berkeley Group bucked 


For more 
information 
on your 
markets ... 


Our Management Reports contain 
concise, relevant information on the 
rapidly changing healthcare, 
pharmaceutical and medical device 
markets worldwide. 


These fact-filled reports ensure you 
stay fully informed and market- 
responsive at ail times, thereby 
providing you with an economical 
alternative to commissioning your 
own research. 


Name:. 



Company: 



Tel: 

Fax: — 

For farther details, and a full list of contents for 
any of the reports, ✓ appropriate box and 
complete the above form. 

Fax or mail this 
advertisement to: 

ft Pharmaceuticals & Healthcare 
Publishing, Maple House, 

149 Tottenham Court Road, London 
W1P 9LL. , 

Fax: +44 (0) 171896 2213 

Sarah Paul +44 (0) 171 896 2209 


the rising trend of building 
stocks and surrendered 32 to 
72S'/ip after the housebuilder 
announced a 2-for-9 rights 
issue at 560p to raise £l25m. 
The issue was deeply dis- 
counted to cut sub- 
underwriting costs. 

Elsewhere among house 
builders, Wilson Bowden 
firmed to 550p, helped by a 
Merrill Lynch .recommenda- 
tion. Kevin Cam mack at the 
broker has set a 610p price 
objective for the stock. 

Building and construction 
stocks continued to bask in 
the afterglow of the bid by 
Lafarge for Redland. which 
rose 2 at 338‘Ap in volume of 
10m, making it one of the 
most heavily traded stocks 
in the market. 

Traders said the bid has 
made the sector look rela- 
tively cheap, and those to 
benefit included Ashtead 
Group, up 13'A to 361p, Pilk- 
ington, which rose 5 to 


167Vip. Aggregate Industries, 
1% higher at 57%p and 
Rugby Group, which 
advanced 3 to I34ttp. 

Among engineers, Smiths 
Industries gained 8 to 975%p 
ahead of today’s fin al 
results, which are expected 
to show a 12 per cent 
increase. NatWest Securities, 
which has an “add” stance 
on the stock, has told cli- 
ents: “Smiths continues to 
display that it is a superior 
engineering stock." 

Rolls-Royce was up 5 to 
24 Ip in volume of 24m, 
helped by orders for AE3007 
engines worth more than 
$350m announced yesterday. 

McKechnie advanced 20 to 
519p, benefiting from a 
recommendation, said to be 
from Dresdner Kleinwort 
Benson, which suggested a 
600p target price for the 
stock. 

P&O gained 6 to 747V4p. 
helped by a recommendation 


FT 30 INDEX 

Oct 14 Oct 13 Oct 10 Oct 9 Oct 6 Vr ago ~Hlj» •Low 

FT 30 3424.6 3421.2 3386.7 3359.7 3387.8 2866.1 34216 26888 

Ord. dtv. yfeid a 30 682 345 3.35 383 a 90 4£2 3.30 

P/E ratio not 22.30 22.18 2184 21.92 22.11 17.30 2230 1540 

FVE ratio nfl 2240 21.67 21.64 21.62 2141 17.14 2200 15.71 

FT 30 snca companion: M0i 10*6 1*71007; tern 484 2WSM0. Bin DM 1/7/35. 

FT 30 hourly changes 

Open fljOO 1040 1140 1240 134)0 1100 1600 1100 Httfi Low 
3421.3 3410.0 34115 34202 34255 34263 34273 3429.0 34245 34293 34102 


■ London marine data 


Rises and MC 52 Week Mgha and km 

Total Rises 882 Total Highs 170 

Total Falls 521 Total Lows 40 

Sams 1.856 


LffFE Equity options 
Total uu it i acts 34,539 

Cols 19.191 

Puts • 15346 


Oct 14 "Data baaed on Equity shares listed on the London Share Service. 
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Current Titles 

Antiviral Drugs & Vaccines 
Changes in Diagnostic Practice 
Chronic Care 
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Cosmetics & Toiletries in Centra! 
& East Eurooe 


Developments in Cardiology 
Galt &. Patent Reform 
Gene Therapy 
Generic Pharmaceuticals 


Global Pharmaceuticals. 
Vais i & 2 


Healthcare & Pharmaceutical 
industries of China 



Healthcare & Pnarmaceutical 
Industries of the Czech Republic 
& Slovakia. Hungary & Poland 

Healthcare & Pharmaceuticals in 
the Republics of the Former 
Soviet Union 

IT in Medical Laboratories 


Immunotherapy 

Managed Care In Europe 

Medical Device Regulation in 
Europe 

New Technologies in 
Biopharmaceuticals 

Outsourcing in the Pharmaceutical 
Industry 

Pharmaceutical Strategies 
Pharmaceutical Packaging 
Rx-to-OTC Switching 


Strategic issues in Keyhole & 
Pinhole Surqerv 


The European Medical Devices 
Industry 



-nds in Diagnostic Imaging to 


2000 

Our Reports Catalogue 


from HSBC James Capel, from a “strong boy" recom- 
which said the P&O Ned- mendation by SocGen. 


FUTURES and options 


lloyd joint venture would 
benefit from growing 


EMI rose 15 to SOTVip as 
the market anticipated 


Europe-Asia trade. The bro- increased sector consolida- 
ker also said the merged tion following the announce- 


company constitutes the 
first step in a new integra- 
tion process in the industry. 
Sentiment in the stock has 


ment of an intended merger 
between Reed Elsevier and 
Wolters Khiwer. 

Ellis & Everard improved. 


■ PISE mo INDEX FUTU RBI ILJFFQ E25 par MUndax point ...lAFI) 

Open Sett price Change Kflh Low Brt. ed . Open hL 
Doc 53435 5345.0 -5.0 53800 53225 7875 73004 

Mv gggan 5393.0 -58 5393.0 5393.0. 125. .-1956 

■ Free 250 BTOEX FUTURES (LFFQ CIO per Ml Index point 

rve . 4969.5 *220 - - 0 '“M 


been helped recently by 4Vi to 308y*p. Sutherlands 
hopes for the merger with has raised its recommenda- 


Stena, and there is talk that 
P&O is gaining market share 
over Stena on the cross- 
Channel routes so the bene- 
fits of a merger are declin- 
ing. 


GKN advances 


GKN gained 26 to £14.3854 


sales figures, which were industry regulator, 
said to show a 5 per cent rise 


Ellis & Kverara nnprovea B 100 index option wro rsera ) eio par fufl mchw point 

4Vi to 308y*p. Sutherlands — — — — — — m M ZT ~ ^ 

has raised its recommenda- «“ C P c » c^» i^p 
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5Yi to 284p amid relief that ca 897 puts 4jc» 

the uncertainty hanging a style ftse 100 urnEx ofhon (UFFggio per tun indox pofrt 
over BG's gas transport arm ^ ^ S 2 » S 27 S 5325 rare 5426 rare 

Trans Co was finally over, get 171 5 1 25b 9b m ib a 33 7th 58b » 94 4b 138 ib 185 

BG has accepted the revised Hm 266b 72 2 » «5b ifl6bim»2i®zii9b la ic mfc w !>& 

price regime for TrimsCo “ ® ^ ^ 

announced by Ofgas, the ^ 5 , 21 , 2 m 448 23ib Mb 267 333>2 307 


after strong European car announced by Ofgas, the 201 


333>2 307 


Mb 8358 Pub 4573 ' IWartjbB Mb vakit. Pramtana *o»m are hmd on xtitomat ptcM. 
t Lang data! <nj*y uralW. 


Oct 14 Oct 13 Oct 10 Oct 9 Oct B Yr ago 

SEAQ batgaiRS 48.867 5X689 4X267 46^90 51,687 3BkS6 

Equity turnover {Em)t - 2962.7 2629^ 3010.7 2905.6 T5S6.4 

Equity bargainsf - 55^54 44.566 48J515 47,903 34^99 

Shares traded pnOt - 840.4 729.7 817a 751.3 526.1 

l&tthAftng Mba-nurhM and «■» tunomr bu hckidns Cum tonam. 

O FTSE t mu i W tonW UmtNd 1997. as nghts raaemd. Ter 1997. 


in September against 3 per 
cent average increases In the 
first half. 

The announcement yester- 
day that Cowie Group, the 
transport company, is to 
chang e its nam e to Arriva 
did not impress the market 
Shares in the group dropped 
18V& before stabilising to end 
the day down 9% at 3G9Vip. 

Investors were concerned 
about the potential costs of 
the rebranding at a time 
when the stock has declined 
from its January high of 
444p. Tim Richmond, an ana- 
lyst at Albert E Sharp, said 
that he was “cautious in the 
short term but not revising 
forecasts yet”. 

Profit downgrades in First 
Leisure left the shares 
t railing 3Vi at 287p after the 
group published a trading 
update. 

The slowdown in sales 
suggested in the British 
Retail Consortium survey 
cast a shadow over many 
stocks in the sector. High 
street electrical goods 
retailer Dixons surrendered 
13 to 6827*p. while Marks 
and Spencer fell 12 to 640Vip. 

SkyePharma, the pharma- 
ceuticals and biotech group, 
added 2*/> at 56% with help 
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461 219855 217258 210458 657 259 '155 

462 144053 143151 121741 617 255 229 

+68 1B2454 188128 202613 459 352 159 

-0.7 271624 270456 249637 677 614 154 

-67 153850 150154 153322 448 4.10 250 

+62 229242 236667 240672 354 3.10 156 

+61 306604 303254 265450 2.75 259 


40 samcE3p7^ 

41 nsfafeutareeat 

42 Leisure & Hoteteptf 

43 Media(43) 

44 Retetos. Fbod[15) 

45 Relates. Genarai(54} 

<7 Breweries, Puta 6 Raatpq 
48 S 4 pnt S**k»(Sa) 


+61 306604 303254 265450 2.75 259 2.45 

+05 369457 368640 3347.78 650 258 t 
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+61 109605 108737 119550 618 611 1.17 
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+67 34SL42 332675 2762.73 658 607 602 
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-1.1 331400 324159 2721.19 356 667 246 
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+61 335022 331665 309452 639 671 629 

+05 3459 50 336950 262B5B 1.76 144 646 

-66 314428 308699 259648 322 659 140 


557 551 


60 ununesfjaj 
62 Bactrfdtyfl 
04 Gas DeAfculionCa 
68 Tatet x inituifcaannafl 


-66 314428 306699 259648 322 659 140 


+63 328756 327148 223437 424 639 148 

+63 S6B614 365555' 233421 451 355 251 

+14 234622 2350.10 127852 428 342 * 
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+04 309655 3069.78 215125 523 427 225 


240 155 2229 128.19 231600 

648 1.B8 1857 13954 1237.16 

251 152 2252 13754 256853 

120 222 37,07 5251 241954 

698 '155 1759 59.71 126820 

655 629 1725 3083 128610 

632 159 1610 5724 103459 

614 154 2625 7941 1351.11 

4.10 250 1058 6146 92157 

3.10 156 2057 5228 125050 

629 645 1855 6057 194618 

259 * * 7852 201452 

355 158 1423 77.12 102758 

611 147 1728 4624 729.10 

661 159 2159 12478 191921 

607 652 1728 10152 133622 

321 671 159 2053 7853 154558 

606 257 648 1659 60.11 135052 

664 610 1.75 2756 5046 144550 

620 155 151 3129 16253 282633 

557 551 155 1153 24055 135155' 


678 624 604 2252 6224 159155 

620 251 251 1947 6957 113127 

673 618 159 2359 3550 1S1697 

222 151 153 2758 89.72 164958 

321 257 229 1757 8057 174650 

258 229 616 1643 5558 144453 

329 671 629 1659 6682 167720 

T.76 144 646 2855 3840 227632 

77-70 74.79 137158 


138 148 1956 6157 1S38J8 

355 621 1253 11653 210056 

342 * t 6142 136329 

254 150 2327 4459 123639 

10.42 9056 186356 


Land Sa aa Waat 

(spore 

Legal A Gmoratf 
Unity ML 

ss&r 

LucaaVancyt 

M3>C 

MaricsA Spancarf 
Mare«v AaoatMan 
Mqs 

Moman CrocHa 

Monitor! (Wm.) 
NFC 

NKWeot Banfcf 

National Gridf 


li m it 
Northern Foods 
Northern Rock 


70 FMAKClAlStlOS) 

71 Bate. RataSII) 

73 hauanca(17J 

74 LHe Assunnse(8| 

77 Other RnancialpT) 

78 


♦02 249758 348322 20795B 622 255 158 


493856 -02 494725 490542 332652 600 642 642 

74G6S7 -05 751551 740654 478140 681 225 654 

219457 +61 214954 207041 157611 451 131 356 

555906 +0.7 552147 539842 386423 629 670 227 

356660 +09 353026 350828 209759 602 248 159 

22S606 


2059 6059 200678 


1724 127.13 224721 
1753 18655 267129 
1090 7633 177450 
16JB 15425 2448.74 
20J4 8158 213858 


+02 382090 359348. .322848 610 158 1.18 5i: 


+0.1 248847 245693 1986.1B 613 256 158 2020 6052 221650 


+61 2490.14 2459.13 


616 659 159 19.83 29.73 114636 


FTSE Ftegtog 
FTBE FtetJgSng wJT 


-12 

- +}* 
1047 -«b 
186 781b 

4.100 615 +10 

13 509b +b 

MOO 801 S 

1200 203b +4*2 

2200 224b -3 

912 542 +1b 

5500 640b -12 

1.100 1412b +42b 

108 1518 «0 

214 S31 -Mb 

204 201 +1 

1500 147b +b 

2500 1137 -4b 

2500 290 -1 

6600 542 -1 

1500 . 729 

7M 242 -2b 

487 -7 


_ 130600 130757 123654 115 252 154 38.15 3253 142756 I SunLteaFmvt 

— 181614 131155 124657 340 250 155 34.12 9358 i«nai | Tl o™pt 


Frae/«M 

■ Hourly movements 

Open 9JD0 


-02 10115 1007.7 


- 156 055 049 B050T 650 0 ^ 47 


1050 1150 1250 1350 1450 1550 


tB.10 HBtVdayLore/dgy 

2805 53025 5272.0 


FTSE 100 5295.7 3Z72.7 52802 32864 52961 52955 GZ955 5209.7 52905 53025 5272.0 

FTSE 250 48262 49275 49325 4933.9 4935.0 49365 48385 48395 48425 49435 4828.1 

FTSE 350 25455 2537.0 2542.7 25465 2545.0 25465 2547.1 2546.7 29465 26495 2S38.7 

FTSE SmallCap 238857 238843 238850 2388.99 238852 239050 239056 239157 239251 23^,30 238857- 

FTSE AC-SHare 248559 247756 248679 248259 248551 248655 248650 248641 248855 246858 247752* 

Ttela at FTSE 1D0 Day* Htfc 142 PM teyb 1 tea: ftSB AM. FTSE 100 1997 Mgh: 53308 (0371007) Law 4056.6(10101^7) 

Time of FTBE AMriaiB Oatfa NgK 142 PM teyb tow: 830 AM. FTSE AteSrian 1097 Hgrc 240241 (03/10/97} Law 1989.78 (O&Ot707) 

Firtter irrfomattort » avaiteble Oil http^www.flsfcccni 

O FTSE Intamatiotwl Ljmrtad 1997. Afl FBflto rastevwL “FT-SE" out "Focfeie* are 

tnada maria of tha London Stock Exchange and TTw financial Times aid are 

used by FTSE In te rnational under ficenca. 

t Sector P/£ ratios greater titan 80 and n* com greater than 30 are not shown. - 

tVafciaE are negative. I VCa m ~ 
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Baa top 046 16 2320 28% 28% 

WCM 16 ft 36% *% 

taSOF 080 802 27% !B% 

BtaBBf Z 032 26 3® 28% 27% 
BE ton » W* 34 35% 

tadcoai US m » M 

BbSJh, 97 344 VH 14ft 

BtriDeW DM II 318 C% «*2 
MGq) 012 18 15 16% 18% 
IK 32 361 6% 8ft 

M 38 9389 34% 33% 

Mx« 011 2! 2039 2ft 23% 
Stack Dg I/M 125 40 D% 48% 
BHC5M* 55 MOD 06% 63% 
BDEaax 032 71 W11 19% 10% 
BtatB 38 134 31% 31 

BMtf 4448 m0% 10ft 

OaOfdAt m 23 184 34 32% 

W«9> » * S 

BSBMp aria 15 T8 29*2 »2 

BKfeX 746 Ufl W% 

M«tf in 1% 2% 

tor Am 31 918 37% 35% 

MMa 096 7 ft 35% 35% : 


020 HD 22% »% 
916 0 8% 

121 BSB 29% 19% 
1» 448 7ft 6% 
a» era 7% eU 
055 31 235 M4% M3% 
DM 17 ft 43% 43% 
0.12 22 1240 26 84% 

485 13 12% 


»E w ap 

a 15 io% 
253 we «S3% 
096 & 1067 48ft 
M 12 21*2 
7 9* 
100 Z1 1832 E% 
7011 5% 

1715 1*4 

60 3297 S% 

1*4 n 514 nu% 
aa a 825 *raft 
027 a 40 30% 
230 15 16% 

10123 17% 
9448*0 Blit 
M0 2ft 
IM 34 34 3% 

St 5312 32% 
a 3510 25% 
23 IR 56% 
020 S 296 a 
1*4 12 ft 24% 
004 18168)1 030% 
010 2816 D8% 

000 7951 **3/i 

092 71 345 56% 
« 344, 
U38 14 

384 9% 

U 4% 
0BD 18 UB6 40% 
20(8 5% 

054 U 9 36% 
M 23484 #41% 
8 XK 17% 
018 B 234* 32 

13 9252 25*4 
231 8ft 
S 378 (7% 

- IB 0 
2507 33% 
1277 4% 

BOB 30% 
013 t» 1*2 
212 3ft 
a 984 23% 
020 ft 5% 
044 31 5 Mil 

4955713 101 

041 S 6GB 93% 
ft S 
350 ft 17% 
3S2E 118% 
(0 1428 <8% 
8W 1ft 
ft 188 50% 

yj |^|^| 

OH 37 1SK 33H 
077 « 74 17% 
36 ft SOft 
17 610 34% 
024482 US fl 
47 4GB 4% 


lev lot tog 

10% »% +% 
Sft Si »% 

47% «ft -a 

21% 21% +A 
«%!%•% 
k% (e% -% 

5ft 5ft -% 
lft 1% + 

22 % 22 % -% 
6ft (9% +1% 
n% « +i% 
29% 20% ■% 
»% 16% 

«% 1 « -ft 
aoft m -li 
2 2 % +% 
57% 5J*t +% 
31% 32% -A 
24% a ■% 
56% S6% -% 

19% 10% +% 
24% 24% 

a » *! 

25% 28% +% 
25 28ft +% 
98% 58% -% 

34% 34% 

13% 13% +ft 
7% 7JI +ft 

♦a ift ■% 

»% 40% +% 
4U 4tS -ft 
» 36% -% 
39% 39ft -ft 
«% Wft -I 

31*4 31ft -ft 
23% » -% 
sa g 4/. 
17% 17% 

all 8H -ft 

32% 32% -1 

< 4ft -% 

29% 28% +% 

112 1« -Stl 

3% 3ft +ft 
Z7% 23% *ft 
5% 5% 

20% 29% 

97.5 » -1% 

59 S5% -% 

5 5 

17% 17% . 

16% 16% +1% | 
45% 46ft *A 
1ft 1% -ft 

«% 49% -% 

«a h% -i 

33% 33% -ft 
17 17 -% 

(0ft 60ft 
£3% 33.5 a 

47% 48% -% 

4% 4ft 


12 4 
1H 912 
020 22 84M 
2988 
« iim 
127 IS 269 
37 800 
384 
76 W24 

mat 
m 
o a 

02S 5114901 
158 
3 552 
8E 1831 
166 
95 2208 
OM a 1072 
18 IIM 


4% 4% 

a% 22% 
34% sail 
n% 8% 
62% soil 

*% 87% 

37% aft 
B% 6% 
19% 18% 
06% 5ft 
3% 1% 

A ft 
«% «7« 
6% 5% 
637 34*2 
71% 1D% 
12% 11% 
22ft 22% 
49% 47fl 
011ft 7! 


• » J46 6% 9% 9% 4% 

14 7263 17% K% 17 +% 

M2 51 B44 SJ% 3% H% -% 

0M a UBS G7% G6% Oft +A 

5 ZH 15ft H% tt +4 

9131 26% 25% 35% ♦% 

OM 21 IM 48% 47% 4R1 J| 

Offl 18 067 32% 31% 32 +% 

150 a 136 ?S% V% . » . ♦% 


Pf to 

Ok e no# 
064 a ae 
33 \M 
220 171 
» 11 
ou a ms 
on 73 an 

928038 
14 2B6 
0*8 34 415 
16 H 43 
an is 183 
an H it? 

295 

007 2* 1136 
*0 
SB 
14 2D 

044 to a 

10 HO 
2011 

» K4& 
77! 
3BO 
3548 
U 13 
E8 
361 
ITS 

098 H 145 

018 S til 

■to 

no 

a 844 

■5 305 ■ 
046 17 900 
000 5517281 I 
B 1845 
18 6 
E 874 

11 til 
& 4966 

DM 14 1614 
3 IfilO 

nsfc a ffl 
020 40 TO 
0*0 21 4EE9 
11 308 
14 2ia 

am 

51 


010% 10% 
36% 24% 
M3\ 40% 
64 B% 
1* 14 

1BH 18% 
11 % 11 % 
16% 17% 
25% 23% 
a 26% 

58% 57% 
«% 15H 
37ft »l 
8% 8% 
35% a 

Itt 1% 

2% 2ft 


nap 00s &. too 
BSM 96 

honor 48 177 

BftB 3258 

Brito 12444 

taowwot MB 13 77 
[ aaagow uea 

toto hi aw 
kri* on BOMB 

hams ns 

ttflti (un 97 1787 
kartaA 026 a an 
Hgri HITS 

MM m 

ksnto HBi 

kaowc B 7ig 

WllklOA II 209 
HNtaaa 005 10 061 
MWAU 167 a ID 


31% 31% 31% -1ft 
1% 1% *% -*a 

11 )D% 10% -% 

■10% ■ 19% 19 

7% 7% 7ft -ft 
W% 14% 14% -% 

13% *3i 13 -ft 

23% 22% S% -% 

n goft mi -% 

4% 4ft 4% -% 

58% 65% 59% -*i 

03<% 30% 11% +ft 
■14ft 1 2% 13% +lft 
3ft 2% 211 -A 
15% 15% 15ft •% 

«% W 10ft 

25% 24% 34% -% 

34% 24% 24% 

2IB% 2H%7K% +4% 


Altotik 22 371 <1?% 16% 17 +A 

jnanc 19 6 8% B% 6% -ft 

jtawf a 17% ir% 17% ft 

joBka UB w, n% u% ■% 

JHtaWti 010 40 2244 32% 31% 3T% ft 

JEB/to l.« 17 ti) 47U ffU toil 

JHlta/ 032 10 273 18 17% 18 +% 

jMta 020 15 102 11% U% 13% +% 


O1M1I0 7 17% 17** 17% -% 

044 a 261 17% 17% 17% -% 

Offl H W 38% s% a *h 

1.16 15 77 «% (t% «% +% 

5137309 71% B% 68-1% 

ffl 12% lt>4 12% 

JO 8BQ 21% M 20% -ft 

8051 38% 96% 3(H -Ifi 

072 <3 S 18% IG% H% -ft 

K S 11% T7 17% +% 


18721 
0.TO 17 231 
099 a 5025 
3 
H 875 

M ia 

32957! 
056 ts ns 

101 *171 
03 27 UO 
a 4B 
014 N E06 
024 312B7 
OJS U til 
1210564 
» til 

aw 

035 3 214 


OtoflpsM 03 30 151 3% 3 a% 

QEWOlT DSO 3 11 17 17 IT 

(MM 1*6 13 42 to 32% 37% -A 

OBwito eiini »% n% 74 :% 


005 339648 
a mo 
020 9 405 
9 711*5 
26 « 
200 
41I8SW 
Oil 13 11 

090 2 IOOG 


Honaa 37 7776 
HfiKhD 032 18 284 

■e0aarii9«offl.a era 

Utokto 33 75 

ItaWCBZ 010 >1 63 
MOO 4812334 

uncnxB Offl 19 1077 

ukuu era 12 2W 

HoM 4361 

Ham ffl e to 

HfeltoAf « 0*0 24 1085 
Ikmaa* II l«0 


SI 41001 
1928 
1X5 273 
029 27 BOS 
1189 

UN 11 tO 
O10 & 7 


UonaCi 020 27 201 
HdVhMI 070 19 272 
U 0MC61 DOS 31 546 
Motofi 006 34 1485 
a+M 4Q7 

UMli 028 17 223 
HISSp 040 W * 
Hxnxft M 


072 10 SB 
030 SB 375 
on a 270 

11 n 
040 a zb 
UDIZ 
46110177 
29 300 
0*4 S IB 
1B436 
MO » 281 

Offl aio«i 

21 272 

072 a nas 

8 6M 
1 22 38575 


I 1BT 
« 541 
ffl 547S 
lffl 0 7 

188 *1 264 
Iffl 17 (ffl 
Offl It ffl! 
138 17 487 


I 35ft 35% 35ft vft 

I 27% »% 2BU -% 

i M% *3% «U -A 

i 6% aft aft A. 

i 26% 28% 28% -% 

I 12% 12% 12% -ft 

34% JDft 3?% -Ift 
15% 15% 16% -% 
i BS3% 62% S3% *1% 

’ 7% 8% 7ft +% 

I 74% 71% 7>% -3% 

I 24ft 3% 23% -% 

2Sft n% a% +% 
i 20ft soft aft 
I »% *«% 3*H ft 
12% H)% 12% +1ft 
034% 33% 34% +1% 
#13 lift 12% +1ft 
#4|l 4% 4% +% 

1 Mi A% «ft ♦% 

» 29% a% -% 
27% a 3ft’. -It 
8 7% 1% 

137% 135% 138tt -A 
18ft 15% 16% -ft 
14% 13% 13% -% 

(0% 49% 60% t% 
41ft GD*1 35% -% 

71% 71% 71% 

11 % 11 % 11 % •% 
810% 17% 17ft V. 
14% 14% 14% -% 

035% 35 9% -% 

42% 41% 42% +1 

46% 44ft <6+1% 

7% 6» B& +ft 
32% 31% 32B ♦% 
03B% B% 38% 

23% 23% 23% -% 

70% 10% » +% 

39% 38% 39% +% 
24% 23% 24% 

20% 20% 28% +% 
62% 61% 62 *% 
30% JB% 3B% -1ft 
25% a 24ft . II 

a S% zf% -ft 

mad, uft i»% •% 

»% a% »A -% 

57% 68% S6% -% 
81% 58% 80» -ft 
24% 23% 24% +% 
(6% 50% Hf% +% 
#47 44% ffl +1% 

wft 6ft Mi +ft 
63% S0% 61% -2% 
#15% MH 15 +ft 

n 2% 2% +% 

26% 26*4 26% 

17 T*% H% 

18% 10 10% 

24% 2)% aft -% 
■81 ffl 60 
« 40% 46% +% 
88 85% *A 
■48ft 45% 46% *1 

■3% a 63% ■% 

3ft 3ft 3ft •% 
39% 35% ffl -% 
27% s% a% -ft 
58% 5E% 56% 

Btt 22% 23% +% 
W% 13% 13% -% 

uft toft 10% +A 


210 10 590 57% 
02* 83 59 II 

a 87 68% 

a me raft 

4512960 47% 
036 51 3329 30% 
090 33 « 13% 

10 ffl 34 
WO 17 10 29% 

7 2% 

Qffl 47 144 #41 

Offl ffl 771 36% 
HE 17 53B 42 

1» 1892 G2>« 
37 3980 16% 
ID 087 9% 

47 439 21% 
31 *43 18*« 
a SIC T0% 
Offl 37 161 Dll 

mi u tat rr% 
43 1151 3% 
10 2» 8% 
0*6 a 132 20 

14 7 16% 

024 15 1£18 20% 

120 970 M% 

15 JO bJB% 

77 922 18% 
681401 b 68% 
to 10 30 

21 22607 40% 
22 116 39ft 
191 1902 86% 


S5% 58% -% 

10% 10% -ft 
67% 68% -% 
68% 89% +% 
45 48% -% 

38ft 3BU •% 
12% 12% -% 
33% 34 

a% »*a 
2% 3% 

39% 40 .% 

39*2 XS% +ft 
41% 41% +% 

w% »a -*a 

15 15% Jj 
9% 9% -ft 

a>% ai% -% 

17% 17% ■% 

10% 10ft 

32% SM «ft 
17% *7ft -% 
3% 25% 4. 

B% 0% -ft 
15% 31 +ft 

16 19 -% 

19% 20% *% 
38% 39% -% 

36% S% 

19% ia% Ja 
85% 0% -{J 
JB 33 
38% 38,; -% 

36% J7% -% 

65 as% +% 


to 618 *9 29% 27% +1% 

1410 3% 3% 1ft 

» 9S49 2% 34ft Mi’, -ft 

21 148 15% 14% 14% -% 


PI Sb 

DM. E 10Da fflpb 

975 2 9% 

3 82 9% 

10 110 % 
IG14 18% 
4*4 7 til (7 

390 m 
n 5,*, 
20 6 105 23% 
S 50 U% 
304 9% 
817 3ft 
til 1% 


H a 5% S% 5% 

050 a 40 ra% 45 « -3% 
4J1 5% 5% 5% -A 


U E MOl HP to 

090 17 1 an 38% 37% 
675 1ft 1 
547 6% SR 

1/5 25 22BS 72% 7D% 
aa IT 1216 M% 18% 
OU II 32 5% 5% 

018 19 212B 37% 37% 
18 3294 19ft 19 
S ID 8% 9% 
0*2 0 722 20% JD% 

u isn 9% #% 


IJ9 15 7735 49% 
0.40 « 13% 

020107 B 15 
042 17 2965 24% 
1121 ID 
0*2 I 939 !«ft 
663 II 
'20 105] Mtt 

Offl 35 (02 «3% 
8 709 6 

712 12 » 54% 

73 DUO 27% 
812 3% 

0*2 ffl 21 24% 
233 #12% 
20 32B 25% 

23 IW ?*% 
B25 22 2HB 35% 

1U4 Bit 
a 36 55 

215 <734 36% 
040 12 19 12% 
1367 % 

24 !071 33% 
100 17 5279 50% 

331 6ft 
1005 9% 
040 to 229 26% 
4s am 28ft 

62 9370 37% 
2753 16 

Q10 15 <3 13 


47ft 47% -% 

13 13% *% 

14% IS +% 

3ft 8% -1% 

9% 97, -% 

1«A 14*2 -ft 
% H +ft 

24ft 24ft .» 
41% 41% Jt 
7% 7% 

54% 54% 

36% »% 

3% 3% -ft 
5S% 24 +% 

12% 12% +% 
24% a -% 
24 Hi, -ft 
a% 35*2 +% 
6% 8% +% 
54% 54% -% 

34% 34% .1ft 
12 12 
4 

32% 32% 

a 50% +% 

6 % 6 % 

8% 9ft -ft 
27% 23% .% 
V\ 28ft +ft 
38% J7ft -% 
15% 15% +% 

12 % 12 % -% 


et a, 

Ifc E to Kp Ita 
3(8 % % 

OSD \3 IS 27% 26*1 

*4 5171 34 22% 

0*0 26 41 28% 26 

Offl to 34 43% 49% 
8398 nW% 1% 
273313 46% 45,1 
a 80 32,* 31% 
19886 22% toft 
2173695 23ft 22 
Offl 2f 3 75 18 

92 387 40% 38% 
079 9727 Hft 12% 

38 1321 48% 48% 


981 2ft 
052 36 vam 10% 
M 111 10% 
OM a 151 40% 
431ia #23 

a 3781 47% 
1*0 « 304 54% 
135 6489 1142% 
2972 17 

a 4*5 33 

S6W161 58)2 
001 3806 27% 

a e 28% 

027 W 2147 54% 
S 66181 55% 
E8 7% 
022 ffl 1806 ■&% 
DOB 19 34 12% 
Offl 19 71 58% 

S23BE 26% 
22 I 13% 
Offl 1047 3 

a «4 n3i% 

Gtt 3% 
OK II 819 37% 
533 20% 
093 4 

M0 19 «3 3% 
012 3% 

010 S 8787 21% 


*a 2 -i% 
» TOA +H 
10% toft ft 

40% 40% +% 

22% a +ft 

46% 46% -% 

53% 54% -% 

38% 42% +2ft 
15% 16% +% 
32ft 32« +% 
57% SBA ft 
27 27d ft 
3% »% 

53% 53% -% 

52% 53% -Z 
7A 7H ft 
75% Z7ft *H 

11% 11% A# 

58 58% +% 
25% 25% ft 
13% 13% 

S2% Sit ft 
X% 31 +% 
2% »% ft 
fflfi 36% +A 

»% a ft 

3% 5% ft 
27% 3 ft 

3% 3ft +ft 

22% a% ft 


AMEX PRICES 


umamCkqi 
e% 9% ft 
■% ft 

TO 17% -1% 
47 47 

18,1 l«t ft 
5% V. -A 
a n -% 

’&’» i 

1% «% 


M9 MB Offl 

Eta-Hndft 


«l S% 5% 1% ft 
098 If 882 20A 19% 20A ft 
20 Ml 4% 4% ft 


20 4% 4% 4% ft 
Offl n 43 42% 42% ft 

15 94 29% 29% 29.’. ft 

3JW 15 3 2% 2% th ft 

Offl 9 T74 38ft 37% &£ ft 


H to 
(kEIU 

120 13 3 

llto 

030 8 1194 

000 14 til 
GIB 

078 26 5a 
070 15 53 
12 232 

451 

032 K 2387 

4 

araj4 a 
177 505 
<2 


are is 15 
55s 

64 269 
3419 


S 66% 66% 
24 81% 23)4 


JTS Q»P 392 % ft % ft 

ttaAto 3 37 3% 3% 3% ft 

ug#Ell< Offl 3 141 £3% 7} 23% +% 


MB ffl 5K SM B% 5({ ft 
42 JO 82% 32% 92% 


IS 231 54% 53% 54% +% 

0GB 20 436 e% 42% 43 ft 

2944 BT4A Uf t UA ft 

5 14% 14% 14% ft 

a 1 3BA 38% 28% 

ffl hi A *A i,5 ft 


9 650 13% 
094 29 JO 5ft 
II 404 24% 
ff 10K 5% 
4 34 ft 
1JS 11 <53 74% 


Qaatnt 020 IB 3GS 

OHM tun 2371 

I CBaracof is IS 

Ctofa ffl 

Caqtoao <1 

CDafiMi U 70 

CnaATA UZ 61 HE 

ComCA 17 to 

b»aCB IB 1 

Cue Offl ffl 2» 
tyt* 37 


JraM 19 ffl 3% 3 3% f Rgafflod til Ol J1 31 [ to iQ ift 

EASPAQ 

EAStMOsaito'apuiatatfidepaKiMpBnEinitMaiScoaitatiitaasBdorr^^SlireraTvmBwiiniiniBwiid^tSSrTSTSmc 

eanpawwpneiB EASPAQ Stack Manat can taBOougN am 5tad0m>jflhE *5DMilBiiicaa 

Canptoy lMpriea SS Wluran B5 low Ousaany HU pnea maa SB* S5" 


Utodtt 17 1505 39% 31% 38 ft 

umt OU ffl I ffl% a 29 -% 

AM 240 22 S4B GB% GO CB ft 

iSEnogy m 11 A n% it% 

us sew kb id 1.V iA + 

IBM, Offl ffl S3 B8% 58% 80ft ft 

lETtap* Offl 17 2B0 25% 2S% 25 *b ft 

IHlta 050 » 2 104% 104% 104% -3 

UK IB ffl 5% «% 5% +% 

WtoSfi Offl ffl 35G 123% 22% 23% ft 

ngricm 1747 »% 15% 18 ft 

WM 036 17 1827 47% *5 46% ft 

Mar 54 287 32% 31% J2A ft 

ttaqn B0 119 16 16% Uft 

(Mgr 40 213 22% 21% 22% +% 

MStaa 49&2M 1ft 31% Uft -2B 

WMB Offl BSB 30A 30 » ft 

UMaUb 1*5 34% 25% 2til ft 

toman 37 HXH 12% 12% 12% ft 

toUW urn 1711307 K Bft 6B% ft 

«MOM 031 14 BB4 38% 26% 2G% ft 

towPN 025 IT 791 23% 2ft 23% +% 

MH0« 1*8 19 906 ffl% 2B% 28% -% 

tons Eli 010 22 1057 25% 25% 3% ft 

WtoBK 1/M 27 1343 80% BB% 09% 

•*W3A to IW Ift 41% <1% ft 

MSHf Ifl 401 25% 2ft 2ft ft 

IMoemm 39 ISM 45% 44 44fi -A 

MfttoL Offl n m 13% 13% Ift ft 

WCs S603 37 36% 38% 

aa* Offl 20 2306 20% 20,} 2ft 

WVWR 028 21 28* 45% 45% 4S% •% 

Hyiiai Grii Q40 33 318 2S% 25% 25A -A 

aa4 5072147 4S%' 4ft 43% -ft 

JMB1 a 38* UA <1% 11% ft 

tom ton 4181 8A 7% 0 ft 

TMH 6E8 Sft 48% 51 ft 

Taka 499 33 3ft 32% ft 

Tatum S B22 9H BA »% ft 

tadtal oe to 5BS 38% 3ft SStt ft 


4 pm dose October 14 

w s» 

SUM Jh C to Ita Imt OM CBto 

SJH/Cap Zffl 25 31 ta% 56% 57% ft 

Mb Pah 020 16 73 #13% 1ft 1ft ft 

TaHMi 042 72 til 44 44 44 

Itonneto 20 510 2oA 2ft 20% ft 

Thirata ffl 406 « 38% 39% ft 

TomOWy 0 74 A % % 

TtotMBi 11 5002 27% 25% 28% ft 

UtfnH 31 70 2% 2% 2% 

tadROOB B M) .2% 2% 2% 

USCM 34 1312 EA 34% 35A ft 

Kata ' m 30% 30A 30% -A 

UktiS 1564 30% 39*2 90% ft 

■RET J.1Z 21 « 14% 14% M% ft 

*f*m to Itt i,j lA -A 


'A ft ii 

7% ft ft 
0% *A ft ft 

19% IBlj 10% ft 

IBS 1^ 

35*2 33% 35% *1% 

11% 11% 11% ft 


•M prist CMnga Vtaiuna 
toftf 


I priea ctuno* totow 
Mttay 


m s% bU ft ft 


046 IS & 10% « K% ft 

3237 5% 5% ft ft 
032952 148 #10% 10% IM +A 
13 » IflA Vt 9Q ft 


fra to, 070 » 35 32A 31% 32 ft 


AdnCxd 

usaes 


16)00 

925 

2875 

Umwl&Hwjpto 

U5S35875 

■1*25 

24826 

■jHB» 

a 

AtwrtSy5teiB 

UGS105 


49600 

11.125 

7*75 

Metods 

USa.125 

♦0125 

96950 

9125 

7-2375 

Chsnuna 

Rr12i 


0 

Ifl 

10 

ftreaim 

USS11375 

♦025 

D 

1175 

8.12 

MwaiHtongs 

G0PW6 

A15 

BOS 

7,15 

4* 

mi 

1E3S675 

-025 

IS® 

27* 

3L5 

DrauranortMB 

USC1J5 

+025 

8154 

32375 

16*75 

Rtfeh 

IKCfiM 

ri) 125 

50® 

6125 

3375 

EWPTHS 

USHL3125 

40125 

0 

&12S 

65 

Sdnnx-Btamam 

SemGffl 

+18 

25® 

IfiSZ 

9® 

&pacePial h 

mi2*8 

♦015 

4900 

117 

lUtoS 

TopcaUWI 

ScMGSQ 

♦ae 

1206 

50® 

3005 

Espnfletant ADS 

USJiffiS 

■0125 

0 

12*5 

5375 

TdtMdyneftteiol 

USJ&3 

♦017 

0 

025 

373 

tasgaeoa 

usnsjTs 

+1 

272406 

15375 

9575 
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Investor euphoria as Italian crisis patched up 


EMERGING MARKET FOCUS 


WORLD OVERVIEW 


Long-running stories 
returned to take centre stage 
yesterday as investors con- 
tinued to digest Monday’s 
flurry of corporate merger 
and acquisition activity, 
unites Michael Morgan. 

In Milan, investors gave a 
euphoric response to the end 
of the political crisis, as 
Romano Prodi, the Italian 
prime minister, patched up 
his quarrel with the hard left 
and set the country back on 
track towards monetary 
union. The Mibtel index 
jumped per cent to 16,039, 
taking the market close to 
the all-time highs seen on 
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September 26, and up more 
than 50 per cent since the 
start of 1997. 

The news was not all good, 
however. The agreement 
demonstrated Mr Prodi’s vul- 


nerability to political black- 
mail from his leftist allies.. 
The deal, which included 
concessions on working 
hours, pension rights and 
spending cuts in the 1998 


budget, also brought an 
anguished response from 
Italy’s employers. 

However. James Cornish 
at NatWest Markets, bullish 
on the market since the start 
of the year, thought it 
■unlikely that unpleasant sur- 
prises would emerge as the 
details of the agreement 
became known. He said that 
the successful outcome to 
the crisis reinforced the view 
that the lira would join Emu 
from the start 

Last night NatWest was 
recommending clients to- 
remain overweight in Italian 
equities and had set a target 
for the Mibtel of 18,000 dur- 
ing the next six months. 


Earlier in the trading day, 
the once high-flying property 
sector returned to haunt 
Hong Kong as the broad 
market sold off after the 
day’s government land auc- 
tion. The auction was the 
first since chief executive 
Tung Chee-hwa set out plans 
last week to tackle a housing 
shortage and to rein in spi- 
ralling prices. 

The market's 1.7 per cent 
tumble raised suspicions, 
however, that some inves- 
tors had used the auction as 
little more than an excuse to 
sell the market. 

Michael Franklin at HSBC 
James Capel. who Is cau- 
tious on the short-term out- 


look for Hong Kong, said 
that the bid price realised for 
the most valuable Taipo site 
was below consensus. 

However, he said strains 
have been showing in the 
Hong Kong market which 
alone among Asian centres, 
had held up relatively well 
in recent months. He saw 
some funds reallocating ass- 
ets from Asia to Latin Amer- 
ica on a short-term view. 

Moreover. interest in 
China-related issues, which 
had helped to sustain Hong 
Kong market sentiment has 
calmed considerably in 
recent weeks. 


China bourses 
appear fragile 


See London stocks 


Strong results 
bring out the 
profit-takers 


Accord sends Milan soaring 


EUROPE 


AMERICAS 


In spite of a flurry of good 
earnings reports and higher 
bond prices. Wall Street's 
main indices were lower by 
early afternoon, writes John 
Labate in New York. 

Leading securities houses 
Merrill Lynch. Bear Stearns, 
and PaineWebber all 
reported stronger-tban- 
expected earnings, but expe- 
rienced uneven trading yes- 
terday. Merrill Lynch shares 
fell Sl’« at $75?'! and Bear 
Stearns lost S'* at $44 V*. 
Investors sent Paine Webber 
up SI at 350%. 

Bond prices rose after 
Monday's day off for Colum- 
bus Day, but b anking stocks 
were mixed. NationsBank 
reported good results but fell 
S’/, at $65%. The benchmark 
30-year Treasury bond price 
rose Va. sending the yield 
down to 6.374 per cent. 

By Ipm, the Dow Jones 
Industrial Average was 
down 36.83 or 0.46 per cent at 
8,035.39. The broader Stan- 
dard & Poor's 500 index also 
fell, slipping 4-84 at 963.26. 
Shares in Du Pont, a Dow 
component were down S3 at 
S57% on an analyst down- 
grade. 

General Motors, which 
also reported higher-than- 
expected earnings yesterday, 
was down $IX at SG9jj. John- 
son & Johnson’s shares fell 
Sl£ at $59£ after releasing 
on-target results. 

“Earnings are good and 
investors are taking profits, 
using them as an excuse to 
sell." said Warren Epstein, 
director of trading at Rich- 
ard Rosenblatt & Co. Trad- 
ing volume was moderate to 
heavy. Also applying down- 
ward pressure was market 
expectations about chip 
maker Intel's earnings, due 


to be released late in the 
day. 

Concerns about Intel 
reverberated throughout the 
technology sector. The Nas- 
daq composite index was 
down 14.75 or 0.85 per cent at 
1,727.37 by early afternoon. 
Semiconductor stocks were 
among the biggest Callers as 
the Philadelphia semicon- 
ductor index of 16 chip mak- 
ers plunged 12.8 or more 
than 3 per cent to 376.97. 

Intel was ofT S2-& at $90%. 
Texas Instrument's shares 
followed the trend, falling 
$5% at $135%. Among other 
high-tech stocks, Compaq 
Computer was down S2Jg at 
$73%. 

TORONTO roared back 
into action after Monday's 
national holiday with inves- 
tors seemingly determined 
to catch up with the recent 
solid trend on Wall Street. 
By noon, the 300 composite 
index had advanced 40.09 to 
7,150.50. 

Leading conglomerate 
Canadian Pacific was a 
strong feature, rising C$L50 
to C$43.60 in good two-way 
volume. There were good 
gains too across the indus- 
trial sectors with Alcan Alu- 
minium up 75 cents at 
C$45.35 and BCE adding 30 
cents at $4230. 

Banks pushed higher en 
bloc. Royal Rank of Canada 
rose 25 cents to C$70.15 and 
Bank of Montreal improved 
30 cents to C$58.85. Canadian 
Imperial Bank of Commerce 
added 35 cents at C839.75. 
There was a 35 cents gain to 
C$63J35 at Bank of Nova Sco- 
tia. 

Among smaller caps. Hum- 
ming Bird Communications 
continued to soar, rising 
C$6.30 to C$63.00, Ballard 
Power Systems fell C$8.40 to 
C$75.60. 


Equities powered ahead in 
MILAN after a budget-saving 
accord between prime minis- 
ter Romano Prodi and the 
neo-Communists ended a 
political crisis that had 
threatened to derail Italy's 
plans to join the first wave 
of countries entering Euro- 
pean monetary union. 

The Mibtel index gained 
358 to 16,039, just shy of its 
all-time high set on Septem- 
ber 26. 

Investors also took heart 
from a European Commis- 
sion report which said Italy's 
deficit would be only 2.7 per 
cent next year if the draft 
budget was passed, boosting 
the country's claims to join 
the single currency in 1999. 

"I think to a very large 
extent it’s a green light for 
Emu and the market cer- 
tainly sees it as that." said 
Francesco Giordano, econo- 
mist at Credit Suisse First 
Boston. 

Generali, up Ll.580 to 
L40.101, continued to bask in 
the market’s approval fol- 
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Enersis dents Santiago 


SANTIAGO drifted lower 
with the uncertainty at 
power utility Enersis con- 
tinuing to weigh heavily on 
investor sentiment. 

Traders said the market 
was waiting for the outcome 
of the Enersis board meeting 
which was expected to pro- 
vide the next move in the 
ongoing wrangle between 
shareholders and the Enersis 
management over the sale of 
control of the company to 
Endesa of Spain. Enersis fell 
3.00 pesos to 279 presos. 

The IPSA index was off 


11.97 at 10.4 38 at midsession. 

MEXICO CITY racked up 
modest gains, reversing 
Monday’s weaker trend with 
a midsession improvement 
on the IFC index of 37.49 to 
5.289.59. 

Dealers said there were 
patches of bargain-hunting 
but no real weight of buying. 
Telmex added 6 centavos to 

19.74 pesos. 

SAO PAULO looked to be 
on hold ahead of today's 
futures expiry. The Bovespa 
stood at 12,718 at midsession, 
up 20. 


lowing Monday's bid for 
AGF of France. 

PARIS rallied in late trad- 
ing to swing from modest 
losses to moderate gains. 
Banks stayed in demand as 
sector restructuring 
remained a strong theme. 
The CAC 40 index closed 4.56 
higher at 3.005.54. 

CCF led the day's perfor- 
mance charts, advancing 
FFr18.80 to FFr378.80 for a 
two-day gain of more than 11 
per cent. Bancaire gained 
FFr32 to FFr783. Among 
industrials, Rhone-Poulenc 
ignored the dull dollar and 
rose FFr9.20 to FFr27420. 

Lafarge, which launched a 
FFrl6bn hostile bid for tile 
specialist Redland of the UK 
on Monday, continued to 
wilt, slipping FFr14.10 to 
FFr416 for a two-day decline 
of 4 per cent 

Lagardere was also a casu- 
alty, falling steeply on the 
news that Thomson-CSF, the 
state-controlled defence elec- 
tronics group, was to be 
link ed to the rival Alcatel 


Alsthom and Dassault con- 
sortium. 

The shares, heavily traded, 
ended FFr4.40 lower at 
FFr185. 60 after touching 
FFr177. Alcatel added 
FFr27.00 at FFr822 and 
Thomson eased 80 centimes 
to FF188.70. 

Luxury goods companies 
took a direct hit from a sec- 
tor downgrade from Gold- 
man Sachs. LVMH fell FFr38 
to FFr14210 and Christian 
Dior lost FFr36 or 4.4 per 
cent to FF r774. 

AMSTERDAM ended mod- 
estly lower as Monday's stel- 
lar performance among 
merger partners Elsevier 
and Wolters Kluwer sparked 
profit-taking. The AEX Index 
came off 3.13 to 935.09. 

Elsevier, which on Monday 
rolled out plans for a FI 65bn 
merger with fellow publisher 
Kluwer and surged 16.6 per 
cent, fell back 60 cents to 
FI 32.50. Kluwer lost FI 8420 
or 3.1 per cent to FI 257.5. 

Traders said the shake-out 
for the pair partly reflected 
switching into VNU. the 
third of tiie big three Dutch 
publishers. VNU added 
FI 1.60 to FI 46430. 

Broker optimism got 
behind Nedlloyd, sending 
the shares up FI 2-90 or 4.1 
per cent to FI 73.00 where 
they comfortably led the 
day’s performance charts. 
HSBC James Capel upgraded 
the sto ck to h old. 

FRANKFURT traded qui- 
etly. The dull dollar hit 
chemicals and BASF came 
off DM1.20 to DM62.65. 
French bank BNP cut its 
earnings estimates for 
retailer Karstadt, sending 
the shares down DM18 to 
DM617. 

Allianz was a rare upside 
feature, gaining DM9.00 to 
DM457 to extend its rally to 
more than 5 per cent in two 
sessions. The Dax index fin- 
ished at an Ibis-indicated 
4^1523. down 10-04- 

ZURICH closed near the 
day's highs as demand for a 
number of blue chips offset a 
slide in Roche. The SMI 
index rose 43.5 to 5,836.3. 

Roche certificates slipped 


SFrl60 to SFrl2£10 as some 
investors registered disap- 
pointment with the group's 
19 per cent rise in nine- 
month sales. 

The figures brought a 
downgrade from CSFB, 
which also trimmed its earn- 
ings estimates. Novartis was 
a major beneficiary of 
switching, with a rise of 
SFrGl to SFr24J90. 

Insurer Baloise continued 
higher on recurring takeover 
rumours. The shares added 
SFr37 at SFr2,357. , 

MADRID ended lower as 
big losses in blue chips out- 
weighed gains in smaller 
stocks. The general index 
closed 2.63 down at 600.57, 
dragged down by Endesa 
which lost ground on wor- 
ries about the international 
tranche of its privatisation. 

Other electricity utilities 


rose, helped by a Goldman 
Sachs buy recommendation 
on Iberdrola, which rose 
Pta50 to Ptal.800. 

DUBLIN came alive on 
news that Bank of Ireland 
Group had raised I£199tn 
through an equity issue and 
was in talks to make a cash 
offer for New Ireland Hold- 
ings which valued Ireland’s 
second largest life insurer at 
I£273.6m. 

The ISEQ Index jumped 
24.41 to 3,925.60. Bank Of 
Ireland’s shares dropped 
23.5p to 867p after the plac- 
ing, but later rallied to 885p. 
New Ireland was untraded. 

Irish Life jumped 35p to 
400p in the wake of Mon- 
day’s announcement of a 
new managing director. 


Written and edited by Michael 
Morgan, Jeffrey Brawn, Jona- 
than Ford and Peter HalL 


SOUTH AFRICA 


Shares in Johannesburg 
ended marginally higher 
after a day of choppy trad- 
ing which took in better- 
tban-expected August infla- 
tion but a shakeout for 
golds. 

The all-share index closed 
B.l higher at 8,852.6 with 
industrials 5.6 better at 
7,302.7. Golds were a weak 
feature, sliding 2241 or 2 per 
cent to 1,04342 following a 
doll day for the bullion 
price. 


It has been a sombre month 
for. mainland China’s usu- 
ally frisky stock markets. 
Indeed, the only distinction 
In the performance of the 
young and volatile 
exchanges in Sha n ghai and 
Sheruhen has been the 
comparative stateliness of 
the decline. 

Yesterday, Shanghai’s 
foreign currency B share 
index slipped a further 0.53 
per cent to close at 7L96 
and Shenzhen's equivalent 
fell by 0.57 per cent to 
125.50. The domestic cur- 
rency A share markets also 
edged downwards. 

The slow slide in prices 
and turnover in recent 
weeks is symptomatic of 
apprehensive markets, 
caught between fund man- 
agers in Hong Kong and 
policymakers in Beijing. 

In June, the mainland 
markets were infected by 
the fervour for China- 
related investments in 
Hong Kong that drove a 
frenzy of red chip and 
H-share buying in the run 
up to the handover. At that 
time, analysts In Shanghai 
forecast that the local B 
share index could push 
through the 100 barrier by 
the end of the year. 

But the Hong Kong influ- 
ence has recently proved a 
negative force on prices. 

Sharing a similar inves- 
tor base has led the Shang- 
hai markets to echo senti- 
ment towards China-related 
stocks in Hong Kong, 
where the fever for red 
chips has cooled and share 
prices fallen back. 

The China Telecom issue, 
the mainlan d's largest ever 
share offering which could 
raise roughly $4bn. has 
revived the retail frenzy in 
Hong Kong for at least one 
red chip, but the excite- 
ment has not drifted across 
to Shanghai and Shenzhen. 

Hoong Yik Luen, head of 
China research and equity 
at ENG Barings, said the 
impact of China Telecom 
bad been to “focus atten- 
tion on one stock and draw 
attention away from the B 
share mark ets". 
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Analysts in Shanghai 
expect the mainland -mar- ! 
kets to continue -.ta tiie 1 
shadow of Hong Kong for 
some time. Bruce Richard- 
son, head of stockbrokers 
HG Asia in Shanghai, said: i 
“We are going to be poshed j 
and pulled by Hong Kong ! 
for the foreseeable future." 

Beijing has also damp- 
ened the mood. At last 
month’s Communist party 
congress. President Jiang 
Zemin promised to speed 
up the sale of state assets 
and China’s regulatory 
authorities have said the 
quota for new issues will be 
raised from YnSObn this 
year to' Yn50bn in 1988. 

New listings may. be 
essential if the volatile and 
illiquid markets are : to 
mature, but investors have 
been nervous, fearing that 
a rash of new issues' will 
dilute the value of their 
existing holdings. 

The Chinese government, 
therefore. Is treading a 
precarious path: seeking to 
expand the mainland 
markets without unnerving 
domestic investors, ft risks 
causing a collapse in share 
values just as China 
embarks on the socially 
painful process of 
rationalising state-owned 
industries/ 

In such circumstances, 
and given the immaturity 
of the mainland markets, 
the big issues will continue 
to go to Hong Khhg. : .' 


James Harding 


WHERE RELATIONSHIPS MATTER 


UK/GERMANY 


HONG KONG SAR 


ITALY 


SIG 

£65 million 
Sale of its security and 
hardware division 
1997 
Adviser 


Oil 1C Pacific 
HKSS.800 million 
Syndicated loan facilities 
1997 

Cto-oidiJiaiQr and Ananger 


EmiChem 

Lira31 billion 

Sale of chlorine derivatives business 
to Tesseodesto Chemie, Belgium 
1997 
Adviser 


SIG 

£25.9 million 

Recommended offer for Roskel 
1997 
Adviser 


OTIC Pacific 
HKS3, 800 million 
Syndicated term loan 
1996 

Co-ordinating Arranger 


EmiChem 

Disposal of petrochemical catalyst 
business co Sod Chemie, Germany 
1995 
Adviser 


SIG 

£69.7 million 

Acquisition of WKT Group and 
initial SO% interest in Golinski Group 
and placing and open offer 
1996 
Adviser 


OTIC Telecom mnni ratio ns 
Holdings 

HKS2.800 million 
Syndicated term loan 
1995 
Arranger 


EmiChem 
US$100 million 
Sale of plastic and rubber 
additives business 
to Great Lakes Chemical, US 
1994 
Adviser 


Hang Seng breaches 13,800 


GREECE 


HONG KONG SAR 


UK /CHILE 


ASIA PACIFIC 


Thailand 


Disappointment at the 
outcome of the day's govern- 
ment land auction sent 
HONG KONG tumbling and 
the Hang Seng index lost 
236.34 or 1.7 per cent at 
13.836.56 after breaching the 
13 ,800-point level, a key sup- 
port in recent months. 

Turnover eased to 
HK$11.7bn. compared with 
Monday’s HK313.4bn. Ana- 
lysts said the outcome of the 
auction triggered overseas 
selling in a market already 
weighed by poor sentiment. 

Henderson Land, which 
paid HK$5.6bn for a residen- 
tial site in the New Territo- 
ries, was marked down 
HKS2.50 to HK$59.75. HSBC 
Holdings Slipped HK$3 to 
HKS237. and Hang Seng 
Bank fell HKS2 to HKJ87. 

BANGKOK fell in late 
trade following investor dis- 
appointment with the frame- 
work for the restructuring of 
the financial sector. “The 
government statement is a 
bit short on detail," said one 
broker. The SET index came 
off 7.82 or 1-5- per cent to 
525.13. Nava Finance, the 
day's most active share, 
slipped Btl.00 to Bt2Q. 

In TOKYO, a late rally pul* 
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led the market out of its 
morning tailspin after Tues- 
day's tumble to a 26-month 
low, writes Owen Robinson. 

The Nikkei 225 average 
gained 101.69 to 17,306.39 
after moving between 
16,967.73 and 17.418.88. 

In morning trading, shares 
plunged on continued heavy 
selling of bank issues by 
domestic institutions and 
foreign investors. Losses 
broadened as hedge sales of 
index futures prompted arbi- 
trageurs to dump cash 
stocks. 

In the afternoon, however, 
the 225 average recovered on 
a surge of buying interest in 


leading blue chips, particu- 
larly high technology and 
auto issues. But other lead- 
ing indices declined. The 
Topix index of all first- 
section stocks shed 0.57 to 
1,337.90 and the capital- 
weighted Nikkei 300 was 
down 025 at 264.84. 

Volume rose to an esti- 
mated 414m shares from 
328m. Advances narrowly 
led declines 57U to 520 with 
172 unchanged. 

In London, the ISE-Nikkei 
50 index rose 4.94 to 1,590.00. 
• High technology and some 
electrical stocks rose in late 
rallies. Sony gained Y4Q0 to 
.YU, 700, Advantest Y200 to 
Y13.300 and Canon Y40 to 
Y3.490. 

Leading car makers also 
recouped most of the morn- 
ing's losses. Toyota gained 
Y30 to Y3.70Q and Honda 
Y110 to Y4.350. 

Banking issues were 
mixed, with many continu- 
ing to suffer sell-offs by cor- 
porate investors seeking to 
unwind cross-shareholdings. 
Sakura Bank, the day's most 
active issue', rose Y34 to Y524 
after rea ching a new intra- 
day low for the year of Y480 
and Daiwa Bank gained Y5 
to Y465. But Dai-Ichi Kangyo 
R-mk fou Y60 to Y1.030 after 


a new lntra-day low of Y996. 

Construction issues were 
mixed. Shimizu rose Y15 to 
Y514 and Kajima Y17 to 
Y531, but Obayashi fell Y12 
to Y663 and Tobishima Y1 to 
Y102. In Osaka, the OSE 
average rose 57.15 to 
17.749.77 volume of llm 
shares. 

KUALA LUMPUR fell 1 per 
cent on profit-taking after 
last week's pre-budget rally. 
The composite index closed 
833 down at 822.59 with los- 
ers leading gainers 419 to 
199. 

Analysts said that last 
week’s rally had petered out ; 
because foreign funds did ! 
not share local optimism , 
that the budget would dispel 1 
Malaysia's problems. 

“Foreign Investors were 
hoping for strong bitter med- 
icine, but the likelihood is 
increasingly that this budget 
will not be as austere as 
people would like," said 
Do mini c Armstrong, head of 
research at Robert Fleming 
in Kuala Lumpur. 

Analysts had been looking 
for fiscal tightening of 
around L5 per cent of gross 
domestic product and for 
interest to rise to around 12 
per cent from the current 8 
per cent level. 


OTE-Hellenic 
Telecommunications 
Organisation 
USS1J00 million 
Secondary equity issue 
1997 

Global Co-ordinator and Bookrunner 


Hutchison International 
Finance 
KKS 1 2,000 million 
Syndicated term loan 
1997 

Co-ordinating Arranger 
and Bookrunner 


Antofagasta Holdings 
USS256 million 
Disposal Of 40% interest 
in Miners Los Pelambres 
and £120 millio n pl acing 
and open offer 
1997 

Sponsor and Adviser . 


OTE-Hellenic 
TeLecornmunicatio ns 
Organisation 
GRD 127.900 million 
Initial public offering 
1996 

International Lead Manager 


Hutchison Whampoa 

USS1500 million 
Syndicated term loan 
1996 

Arranger 


.Antofagasta Holdings 
US$35 minion : 
Syndicated term loan facility 
1996 
Arranger. 


Hatduson 

Telecommunications 

£1200 million 

Term loan and revolving credit 
1995 

Co*arranger 


Antofagasta Holdings 

US$64 ntiUjcsr v 
Debt equity swap to finance 
mining project V 

1990; 

Adviser. and Arranger 


<z> 

HSBC Investment Banking 


AfcfflfcrHSSCGmp 


Issued by HSBC Investment Bank pic. regulated by SFA. 
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